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This report assesses the income sources, amounts and 
relative poverty status of welfare families in the Aid to Families 
with Dependent Children (AFDC) program, and determines the 
implications of these results for federal welfare policy. Annually, 
about $15 billion in AFDC payments are made to needy families with 
children for such basics as food, shelter, clothing, and utilities. 
The Federal government pays about 54 percent of these costs. AFDC 
families are also eligible for in-kind food, health care and housing 
benefits. Each state sets payment standards by family size and can 
elect program options. Each month about 3.7 million families receive 
AFDC. Ninety- three percent are headed by one parent, almost always 
the mother. Nationally, two- to four-member AFDC families had monthly 
incomes, consisting mostly of welfare benefits, that averaged $819 at 
market value and $646 at recipients value. AFDC families* cash 
incomes rarely exceeded the poverty level. Nine of ten AFDC families 
participated in at least two other federal welfare programs. The 
following three factors affect individual AFDC family incomes: (1) 
state of residence; (2) subsidized housing; and (3) earnings. As AFDC 
payments become larger, benefits from the other programs become 
smaller. The report highlights the following matters having 
implications for welfare policy: (1) the extent of states* discretion 
in setting AFDC eligibility criteria and payment levels; (2) AFDC*s 
interactions with other programs; (3) public housing inequalities due 
to limited availability; (4) validity of official poverty thresholds; 
and (5) valuing in-kind benefits in determining incomes. Data ar<e 
presented on 20 tables and figures. Appendices describe the valuation 
techniques employed, discuss the data quality, and enumerate sampling 
errors. (BJV) 
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United States 

General Accounting Office 

Washington^ D.C. 20648 



Hunum Resources Division 
B-225966 

November 4, 1987 

The Honorable William V, Roth, Jr. 
United States Senate 

Dear Senator Roth: 

This report is the second we have issued in response to your March 27, 1986, request. The 
first report, issued February 19, 1987, provided information on issues to consider in 
assessing welfare reform proposals. This report presents information on the amounts and 
sources of income for families receiving Aid to Families with Dependent Children (afdc); 
how the income from the various sources affects their total incomes; and their economic 
status compared to the poverty line and other welfare and nonwelf are families. It also 
sununarizes the dif fic^ulties in making such determinations because of uncertainty about the 
accuracy of the poverty line and unresolved concerns about the Bureau of the Census's 
experimental techniques for valuing in-ldnd benefits. 

As requested by your office, we did not obtain formal agency coniments on this report. 
However, we discussed our work with officials at various federal and state agencies during 
the course of our review and considered their views in preparing this report. As agreed, 
unless you publicly announce its contents earlier, we plan no further distribution of this 
report until 30 days after its issue date. At that time, we will send copies to other interested 
parties and make copies available to others who request them. 

Sincerely yours. 




Richard L. Fogel 

Assistant Comptroller General 



Executive Summaiy 



Little is known about the incomes of welfare families, including those in 
the Aid to Families With Dependent Children (afdc) program. Though 
there have been recent policy debates about income levels, data on fami- 
lies' total incomes that include the value of in-kind benefits do not exist 
in any usable form. Thus, Senator William V. Roth, Jr., asked gag to 
determine 

• the income sources, amounts, and relative poverty status of afdc fami- 
lies, and 

v» the implications of these results for federal welfare policy. 



Purpose 



Aimually, about $15 billion in afdc payments are made to needy fami- 
lies with children for such basics as food, shelter, clothing, and utilities. 
The federal government pays about 54 percent of these costs, afdc fami- 
lies are also eligible for in-ldnd food, health care, and housing benefits 
that account for most of the federal welfare expenditures. Each month 
about 3.7 million families receive afdc. Nmety-three percent are headed 
by one parent — almost always the mother. (See p. 10.) 

Each state sets payment standards by family size and can elect such 
program options as allowing payment to two-parent families if the prin- 
cipal earner is unemployed. Within limits, families can supplement their 
afdc benefits with earnings and also participate in other welfare pro- 
grams. (See p. 10.) 

In calculating the official poverty rate, the Bureau of the Census counts 
only cash income and uses poverty and income definitions developed in 
the 1960's. Since then, such in-kind benefit programs as Medicaid and 
Food Stamp expanded greatly, and now comprise over 70 percent of 
total federal welfare expenditures. Many believe that the cash value of 
in-kind benefits should be counted in determining a welfare family's 
income. The Census Bureau, in response to a congressional request, 
developed three experimental and controversial methods for valuing in- 
kind benefits. (See pp. 12 and 13.) 

gag's analysis of afdc families' total incomes (cash — including afdc 
payments, earnings, and child support — and in-kind benefits from six 
public-assistance programs) and relative poverty status is based on (1) a 
national sample of 300 afdc families from the Census Bureau's April 
1984 Survey of Income and Program Participation data, and (2) 799 
families receiving afdc in April 1986 from four counties — Alameda, Cal- 
ifornia; Albany, New York; Cuyahoga, Ohio; and Fulton, Georgia. The 



ERLC 



Page 2 



4 



GA0/HRD^9 afdc Family Incomes 



Executive Sununary 



samples were limited to families with two, three, and four recipients, 
which account for 80 percent of afdc families. (See pp. 14 and 15.) 

At the national level, gao used two of the Census Bureau's methods to 
value in-kind benefits — market value (the cost of buying similar bene- 
fits in the market) and recipient value (the amount consumers with 
characteristics similar to welfare recipients would pay for such items). 
At the coimty level, gag approximated the Census Bureau's market 
value, but could not approximate the recipient value due to a lack of 
data. (See p. 16.) 

Because of incomplete data about income available to afdc families who 
live with others not on afdc, this report focuses primarily on the 60 per- 
cent of AFDC families who live alone. (See p. 14.) 



Results in Brief Nationally, two- to four-member afdc families that lived alone had 

monthly incomes (cash and in-kind benefits) that averaged $819 at mar- 
ket value and $646 at recipient value. Their incomes consisted mostly of 
welfare benefits, and were affected by such factors as where they live, 
the availability of housing assistance, and earnings. (See pp. 21 to 29.) 

AFDC families' cash incomes (such as afdc and earnings) rarely exceeded 
the poverty line. When in-kind benefits except Medicaid were counted, 
26 percent at market value had total incomes exceeding the poverty line 
compared with 21 percent at recipient value. Including Medicaid 
increased the percentages to 60 and 27, respectively. However, afdc 
families' average monthly income was $205 and $580 lower at market 
value than that of two groups of comparably sized welfare families not 
receiving afdc, and $1,042 lower than that of comparably sized nonwel- 
fare families. (See p. 30.) 

gag's work highlighted matters having implications for welfare policy 
regarding (1) the extent of states' discretion in setting afdc eligibility 
criteria and payment levels, (2) afdc's interactions with other programs, 
(3) public housing inequities due to limited availability, (4) validity of 
official poverty thresholds, and (5) valuing in-kind benefits in determin- 
ing incomes. (See pp. 39 and 40.) 
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GAO's Analysis 



Nationally, afdc families' monthly median income was $759 at market 
value and $563 at recipient value; average monthly income was $819 
and $646, respectively. Half the families had incomes between $631 and 
$917 at market value and between $464 and $738 at recipient value. An 
estimated 1 to 5 percent of the families had monthly incomes at market 
value above $1,500. (See p. 21.) 



Income Amounts of AFDC 
Families 



Most Support Comes From 
Welfare Programs 



Nationally, and in the four counties, 9 of 10 afdc families participated in 
at least two other federal welfare programs. Nationally, an average of 
92 percent of individual family incomes at market value, and 90 percent 
at recipient value, was derived from welfare programs and an average 
of only 5 and 6 percent, respectively, was from earnings. Remaining 
income came from other nonwelfare sources, including Social Security, 
veterans* benefits, alimony, and child support. (See pp. 24 and 25.) 



Three Factors Affect For a given valuation technique and a fixed family size, factors affecting 

Income individual afdc family incomes are: 

1. State of residence . Each state determines afdc payment levels by 
developing a "need standard" and establishing the percentage of this 
standard it will pay. As of January 1987, 20 states paid 100 percent of 
their need standard— the others paid from 31 to 90 percent. Maximum 
cash payments to a three-person family ranged from $118 per month in 
Alabama to $749 in Alaska; the median was $354. afdc payments affect 
the benefit levels of such other programs as Food Stamp and Section 8 
Housing. In general, the higher the afdc payment level, the lower the 
other benefits. (See p. 26.) 



2. Subsidized housing . The receipt of a federal housing subsidy signifi- 
cantly affects total family incomes. Subsidized housing, however, is not 
equally available in the states, and thus not available to all eligible afdc 
families. In Fulton CJounty, Georgia, where afdc payments were lowest 
among the four counties gao sampled, average family income was higher 
than in two of the other counties because the county's participation in 
housing programs was higher. (See pp. 26 and 27.) 
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S. Eamings , Relatively few afdc tamilies had earnings. Because of pro- 
gram offsets, those who had earnings received less welfare benefits but 
had higher total incomes than those without earnings. Generally, earn- 
ings do not offset welfare aid dollar for dollar. (See pp. 25, 27, and 28.) 



Nationally, 8 percent of afdc families had cash incomes exceeding pov- 
erty thresholds. Counting their in-kind benefits at market value, how- 
ever, increased the percentage to 60 percent, and at recipient value to 27 
percent. The pattern was similai (at market value) in the four sampled 
counties. Medicaid — by far the most controversial benefit to value — 
caused the biggest changes in families' poverty status. (See pp. 30 to 
33.) 

Although comparing welfare families' incomes to the poverty line is 
commonly done in determining poverty rates, the poverty line is widely 
criticized as obsolete and nonreflective of living costs and spending pat- 
terns of the poor. Also, some researchers believe that valuing medical 
care in determining incomes can distort recipients' relative poverty sta- 
tus. (See pp. 30 to 32.) 

Nationally, afdc families' average monthly income of $819 at market 
value was lower than the average incomes of two groups not receiving 
AFDC but receiving other welfare benefits. The groups and their average 
incomes were: single-parent families with one to three children ($1,024), 
and married couples with one or two children ($1,399). Also, single- 
parent nonwelfare families with three or fewer children had an average 
monthly pretax income of $1,709. (See pp. 35 to 37.) 



ReCOimnendationS '^^^^ report highlights matters having policy implications, but contains 

no recommendation for congressional or agency action. 



GAG did not request official agency comments on this report, gag 
reviewed a draft of the report with federal and state program officials 
and a number of welfare consultants and experts, and considered their 
comments in preparing the report. 



Comparisons With the 
Poverty Line and Other 
Groups 



Agency Comments 
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Chapter 1 



Introduction 



In March 1986, Senator Roth asked us to develop information for the 
Congress to use in assessing proposals to reform the welfare system. In 
partial fulfillment of that request, we issued our report entitled Welfare: 
Issues to Consider in Assessing Reform Proposals (gag/hrd^t-sibr, Feb. 
19; 1987). This report provides information, from both the national level 
and four selected counties, about (1) the incomes and relative povertj' 
status of the msyor welfare reform target group— families receiving Aid 
to Families with Dependent Children (afdc), and (2) the related welfare 
policy implications. Several pending welfare reform bills would affect 
AFDC family incomes. 



The AFDC program is managed by the Family Support Administration of 
the Department of Health and Human Services (HHS) and administered 
by state and local governments. The federal government pays 50 percent 
of the states' administrative costs and, depending on the state, from 50 
to 78 percent (an average 54 percent) of benefits. Twenty-four states, at 
their option, limit eligibility to one-parent families. The remaining 26 
states and the District of Columbia extend eligibility to two-parent 
families. 

Annually, afdc payments total about $15 billion with about 3.7 million 
families participating each month. Ninety-three percent of these fami- 
lies — which in 1986 included 7.2 million children — are headed by one 
parent, almost always the mother. Eight out of 10 afdc families contain 
three or fewer children. 

AFDC cash payments are intended to help pay for food, shelter, clothing, 
and other essential items of daily living. Recipients can supplement their 
AFDC benefits with (1) earned income up to prescribed limits; (2) child 
support payments; (3) other cash assistance, such as Low-Income Home 
Energy Assistance; and (4) "in-kind'' or noncash assistance, such as 
food, housing, and medical care. 

In 1980 we reported that, despite wide differences in state-set afdc ben- 
efits, 80 percent of sampled afdc families received cash and in-kind wel- 
fare benefits that exceeded the official federal pov€.1;y thresholds, but 
our sample was not projectable to the afdc universe.* Since our 1980 
report, afdc and related program changes have been made that affect 



The AFDC Program 



* Public Assistance Bcpx^fits Vary Widely From State to State, but Generally Exceed the Poverty Line 
(GAO/HRI>81-6, Nov. 11, X980). 

^ Page 10 , GA0/HRD^9 AFDC Family Income* 

/( ERIC 



Chapter 1 

Introduction 



AFDC families* eligibility and benefit levels, and the CAinsus Bureau has 
done additional research on computing values for in-kind benefits. 



Recent Changes to 
AFDC and Related 
Welfare Programs 



Changes to afdc and related programs since 1980 have primarily 
affected families with children, especially single-parent families. Recent 
poverty studies show that a higher percentage of single-parent families 
with children live in poverty than do married-couple families with chil- 
dren or elderly households. Moreover, concerns about such matters as 
tanwed teenage mothers on welfare have led to widespread debate about 
federal income support policies for families. The President's Domestic 
Policy Councirs recent study found that "America's welfare system has 
done little or nothing to encourage the formation of stable, economically 
self-reliant families.'*^ 



The Omnibus Budget Reconciliation Act of 1981 (obra) made significant 
changes to the afdc program. The ^t*s primary thrust was to target 
benefits to the most needy, obra tightened eligibility for working recipi- 
ents and reduced benefits for recipients living with stepparents. It also 
prohibited the receipt of afdc by students beyond high scliool, strikers, 
and first-time pregnant women until the third trimester. In 1984 we 
reported that the obra changes removed about a half million families 
fr^m the afdc rolls and reduced the benefits of many others.^ 

OBRA also changed afdc work policies from reliance on work incentives 
to emphasis on work requirements. For example, states could, with fed- 
eral funding assistance, establish work programs to help recipients 
(without young children) find wonx or require them to work off the 
value of afdc and Food Stamp benefits. In January 1987, we reported 
that state programs were having limited su<^cess, and that the long-term 
prospects of reducing dependency through sucii programs were 
unknown.^ 



During 0BRA*s implementation, other programs in which afdc recipients 
often participate also had benefits trimmed. Section 8 lov/er income 



^ Up From Dependency; a New National Public Assistance Strategy (Report to the President by tlie 
Domestic Policy Coundl Low income Opportunity WorWng Group, Dec. 1986), p. 31. 

^ An Evaluation of the 1981 AFDC Changes: Inithl Analyses (G AO/PEMD-84-6. Apr. 2, 1984). 

^ Work and Welfare: Current AFDC Work Pro grams and Implications for Federal Policy (GAO/ 
Hlil>^7-a4,Jan.2d, l687). ^ 

Q PaSell ^ ^ GA0/HRI>^9 AFDC F«mily Incomes 
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housing assistance and public housing subsidies, for example, were low- 
ered by changes in the formula used for calculating government subsi- 
dized rents. Also, Food Stamp benefits were frozen during most of fiscal 
year 1981 and reduced in fiscal year 1982. 

Subsequent program changes, however, offset these reductions some- 
what. In 1984, for example, afdc recipients were allowed to keep the 
first $50 of monthly child support collected by the states on their behalf. 
Also, the AFDC gross income limit for eligibility was raised from 150 per- 
cent of a state's afdc need standard to 185 percent, and under certain 
conditions families were allowed to retain Medicaid eligibility for 9 
months after losing afdc benefits. In 1985, the Food Stamp program was 
amplified by increasing ix>th the earned income deduction and the dollar 
limits on assets held by eligible households. 



In-Kind Benefits and 
Valuation Issues 



Nearly nonexistent in 1935, when the afdc program was established, in- 
kind benefits have grown steadily since the 1960's and today constitute 
over 70 percent of federal welfare expenditures. Today, afdc recipients 

may obtain food stamps from the local welfare office, free school 
lunches for school-aged children, vouchers for specific foodstuffs under 
the Special Supplemental Food Program for Women, Infants, and Chil- 
dren (wic) program, and limited assistance from local food banks; 
can receive subsidized rent payments from local housing authorities to 
private landlords under the federal Section 8 program or low-rent hous- 
ing in federally owned public housing projects; and 
are automatically eligible for Medicaid, which pays for most health care 
they receive from local medical providers that is not covered by private 
heaJth insurance. 

Fiscal year 1986 federal/state expenditures for benefits under some of 
the major in-kind programs were: Food Stamp — $11 billion; Section 8 
Housing — $7 billion; and Medicaid — $23 billion. 

In determining the official poverty rate, the Census Bureau does not 
assign monetary values to in-kind benefits and, consequently, does not 
count them as income for welfare families. The Census Bureau defines 
income as wages and salaries, self-employment income, interest, divi- 
dends, rental income. Social Security income, afdc and other cash wel- 
fare paynients, and other forms of cash income. Some researchers have 
criticized this definition because it does not include in-kind benefits. 
Thus, at the request of the Congress, the Census Bureau has developed 



ERIC 



Page 12 



.13 



G A0/IIRIV88-9 AFDC Family Incomes 



/ 



Chapter 1 
Introduction 



three experimental techniques to measure the effects of in-kind benefits 
on official poverty rates. 

The three techniques are 

• market value — the cost of purchasing similar benefits in the market; 

• recipient value — the average amount unsubsidized consumers with 
characteristics similar to recipients (income, family size, age, etc.) pay 
for goods or services (e.g., housing, food, medical care); and 

• poverty budget share — the upper dollar limits assigned to benefit val- 
ues, based on current poverty thresholds and expenditures by families 
at or near the poverty line. 

A more detailed explanation by the (Census Bureau of these techniques 
is in appendix I. Each technique generally yields a different value for 
the same in-kind benefit. Generally the market value yields a higher 
value than either the recipient value or poverty budget share tech- 
niques. The values derived under the recipient or poverty budget share 
techniques can equal but not exceed the market value. Also, since both 
the recipient and poverty budget share techniques are based on the 
expenditures of unsubsidized households they tend to produce similar 
values. 

Which technique most accurately reflects the value of in-kind benefits? 
Should the face value of food stamp coupons be added to cash because 
they are spent like cash to purchase food items? Should a value for sub- 
sidized housing be added to cash because the housing costs less than 
what could be obtained in the private market? Should medical care be 
valued the same way as other in-kind benefits or he valued at all? These 
are the sort of valuation issues the Census Bureau is currently seeking 
to resolve. How these issues are decided can affect perceptions about 
the adequacy of welfare recipient incomes, as well as the welfare sys- 
tem's overall effectiveness. 

GAD has issued two reports on the Census Bureau's efforts to value in- 
kind benefits, and urged caution in using the Bureau's methods because 
of concerns about the technical adequacy of the methods.^ Also, the 
Bureau's Technical Paper 55: "Estimates of Poverty Including the Value 



^ Evaluation of the Census Bureau^s Measurement Conference (GAG/ 
PEMD-8fr8BR, Apr. 17, 1986) and Noncash Benefits: Initial Results Show Valuation Methods Differ- 
entiaUy Affect the Poor (GAO/PEMD-87-7BR, Oct. ^, 
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of Noncash Benefits, 1984," cautions that there is no consensus concern- 
ing the relative merits of various methods of valuing noncash benefits. 



In his March 1986 request and subsequent discussions. Senator Roth 
asked us to determine 

the amounts of afdc recipient incomes; 

the msuor programs and other sources of afdc recipients' incomes and 
how income from these sources affects total incomes; 
how AFDC recipient incomes compare with (1) the poverty line, (2) other 
welfare recipiert (those not receiving afdc) incomes, and (3) nonwelfare 
family incomes; and 

the welfare policy implications of our results. 



Types of Information afdc families live in two household types: (1) those comprised solely of 

Collected recipients and (2) those containing afdc recipients and persons 

who do not receive afdc. Households comprised solely of afdc recipients 
accounted for 60 percent of a national sample of afdc cases and 66 per- 
cent of cases sampled in four counties. Because of limited data for afdc 
families living with others, we could not determine how much of the 
household income was available to them. Accordingly, we discuss pri- 
marily the incomes of afdc families not living with others in this report. 

Using the Census Bureau's Survey of Income and Program Participation 
(sipp) data, we produced a nationally projectable sample of incomes for 
afdc recipients, other welfare recipients, and single-parent families not 
receiving welfare* sip? data are collected from a stratified sample of 
about 20,000 noninstitutional households nationwide. Sampled house- 
holds are interviewed every 4 months to obtain monthly data on individ- 
ual and household income, emplojonent status, and participation in 
federal benefit programs. 

We limited our analysis of sip? income and federal program participation 
data to a single montii — ^April 1984. The Census Bureau's weighting and 
estimating procedures were used to make our national estimates. These 
estimates are based on sip? samples of 499 afdc households (300 of 
which were reportedly comprised solely of two, three, or four afdc 
recipients and were used for most of our analyses), 365 one-parent and 
359 married-couple households that received welfare benefits other 
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than AFDC or Supplemental Security Income (ssi),^ and 644 one-parent 
households that did not receive a welfare benefit. 

Because sipp data were not projectable at local levels with sufficient reli- 
ability for our purposes, we also obtained income and program partici- 
pation data from samples of afdc households in four counties — 
Alameda Coimty, California and Albany C!ounty, New York (whose 
respective three-person family afdc maximum monthly payment levels 
were in the top third of all states); Cuyahoga Coimty, Ohio (in the mid- 
dle third); and Fulton Coimty, Gteorgia (in the bottom third). 

In each county, a stratified random sample of 300 afdc families was 
drawn from the universe of afdc families with two, three, or four mem- 
bers receiving an afdc payment in April 1986. Families of these three 
sizes represent 80 percent of all afdc families nationally. Each county's 
sample was composed of 100 cases from each family size. In all we sam- 
pled 1,200 cases, 799 of which were for households comprised solely of 
afdc recipients and were used for most of our analyses. The income and 
program participation data are not projectable beyond the county level. 

In each county we visited the afdc office, and from its welfare files 
recorded each sampled family's April 1986 afdc and Food Stamp pay- 
ment, earned income, and other recorded income and assistance. We also 
visited county housing authorities and wic agencies to determine the 
amount of public housing, section 8 housing, and wic benefits provided 
to sampled families in April 1986. We interviewed local school officials 
to determine the average price of school lunches, and state and county 
welfare officials to identify any local programs that provide continuing 
support to afdc families. 

Appendixes III and IV show sampling errors for key sipp and county 
estimates respectively. 



Analysis of the Data in both our national and county data, we identified the amounts of cash 

and in-kind income for each sampled household. To determine each fam- 
ily's total income, we added all its cash income (including afdc pay- 
ments, earnings, and child support) to the values for in-kind benefits 
obtained from the Food Stamp, Medicaid, wic, public housing, section 8 
housing, and school lunch programs. 



^We excluded SSI because the program assists the aged, blind, and disabled rather than families with 
children, which were used for our comparisons. 
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We compared the April 1984 national data to 1984 poverty thresholds 
and the 1986 county data to 1986 poverty thresholds. We also compared 
national afdc family income data to that of similar-size families receiv- 
ing other welfare benefits, and to similar-size households receiving no 
welfare benefits. We did not make such comparisons at the coimty level 
because non-AFDC household data were not available. 



Techniques Used to Value To present a range of possible valuation results, for the national data, 
In-Kind Benefits three Census Bureau valuation techniques — market 

value (high) and recipient value Gow) — to compute values for Food 
Stamp, Medicaid, housing, and school limch benefits.^ The Bureau*s Pov- 
erty Budget Share valuation technique provides similar values to the 
recipient technique. The data on which market and recipient value com- 
putations were based are in Appendix B of the Bureau*s Technical Paper 
55 (see app. L) 

Census Bureau data for computing market and recipient values are not 
appropriate for valuing in-kind benefits locally and were not used for 
our county samples. Instead, we used methods that approximated the 
Bureau*s market value technique. The absence of household expenditure 
data for the counties prevented us from developing techniques that 
would approximate the recipient or budget share values. 

We applied the Census Bureau^s market value and recipient value tech- 
niques to the national sipp data and our market value approximations to 
the county data as described below. 



Market Value Method — Food stamps . Consistent with the Census Bureau*s method, gag valued 

National Data food stamps at their face value as reported in the sipp for each family 

(see p, 42), 

School lunches . In assigning monthly values for school lunches, gao used 
the Census Bureau*s nationwide estimates of daily per meal subsidies 
with a minor adjustment (see p. 42), Assuming 20 school days in April, 
we assigned a per child monthly value. The per child amounts were then 
summed to determine the family benefit. 



^The Census Bureau does not provide a valuation technique for WIG benefits that are small in 
amount Thus, we used the amounts reported in SIPP for both the market and recipient value of the 
benefits. 
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Public and other subsidized rental housing . In assigning monthly values 
for public housing and section 8 rental assistance, gag assigned the Cen- 
sus Bureau's nationwide estimates of average housing subsidies (see p. 
42). We assigned these values to each family that reported receiving 
such subsidies. 

Medicaid . To determine the monthly values for Medicaid, gag used the 
Census Bureau's per person nationwide dollar estimates for noninstitu- 
tionalized persons (see p. 45). These values were assigned to each person 
in the family and then summed to determine the Medicaid value for each 
family. 

The Census Bureau determined per person market values by dividing 
Medicaid benefits paid by the number of recipients of those benefits. 
The Ctensus Bureau reported that their computation may overstate the 
values somewhat, because the number of recipients rather than the 
number of enrollees was used. But they added that (1) no data were 
available that could be used to develop accurate ever-enrolled figures, 
and (2) use of estimated recipient coimts provides a more consistent and 
stable data base to examine the effect of noncash benefits on changes in 
poverty levels over time periods. 



Recipient Value Method — Food stamps . Consistent with the Census Bureau's method, gag valued 

National Data food stamps for each family at the lesser of (1) their face value as 

reported in sipp, and (2) the Bureau's estimates of normal expenditures 

for food (see p. 45). 

School lunches . Consistent with the Census Bureau's method, gag 
assigned recipient values to school lunch benefits for each child that 
were equal to the market value of these benefits (see p. 51). Assuming 
20 school days in April, we assigned a per child monthly value. The per 
child amounts were then summed to determine the family benefit. 

Public and other subsidized rental housing . In assigning monthly values 
for the public housing and section 8 housing, gag used the Census 
Bureau's estimates of the values of subsidized and nonsubsidized rents 
(see p. 51). We assigned these values to each family that reported 
receiving such subsidies. 

Medicaid s To determine the monthly values for Medicaid, gag used the 
Ctensus Bureau's per household nationwide dollar estimates of normal 
expenditure values for medical care (see p. 53). 
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Market Value Approximation — Medicaid . We obtained the average monthly statewide Medicaid cost per 
County Data afdc eligible from each state for the latest 6- to 12-month period availa- 

ble (periods were in the 1985/1986 time frame). Values per family mem- 
ber per month ranged from $58 in Alameda County to $91 in Cuyahoga 
County. These values were summed, based on the number of family 
members, to determine the Medicaid value for each family. 

Food stamps . We valued food stamps as the dollar amoimt of the cou- 
pons issued to each afdc family. 

Public housing . We valued public housing assistance by subtracting the 
rent paid by the afdc family from the HUD-determined April 1986, fair 
market rent for a similar-size housing mat in the area. 

Section 8 rental assistance . We valued section 8 assistance as the 
amount paid by housing authorities for a family to the landlords as vent 
subsidies. 

School lunch . We valued school lunches by obtaining local data on the 
average price charged for a school lunch in the county. All schoc^-age 
children in each sampled household were assumed to receive free school 
lunch benefits during April 1986. Assuming 20 school days in April, we 
assigned a per child monthly value that ranged from $14 in Fulton 
County to $20 in Alameda and Cuyahoga counties. The per child 
amounts were then summed to determine the family benefit. 

wic . We valued wic benefits at the dollar amount of the vouchers issued 
to a family. 

In developing our study methodologies and presenting the study results 
we consulted the Congressional Budget Office, Congressional Research 
Service, the Bureau of the Census, and other federal agency officials, as 
well as private consultants and experts. Our estimates are subject to 
variation for the following reasons: 

• The Census Bureau cautions users of sipp data that, because respondents 
fail to report accurately all income resources and amounts, household 
surveys such as sipp tend to underestimate the number of persons 
receiving income and the average amount received. For example, the 
Census Bureau reported that for the second quarter of 1984, sipp identi- 
fied 14 percent fewer afdc recipients and 9.5 percent fewer Food Stamp 
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recipients than did the agencies administering the programs ^ (Appendix 
n provides more detailed information reported by the Census Bureau 
concerning sipp data quality, including xmderreporting.) 

• The coxmty data we obtained on nonwelf are income are also subject to 
xmderreporting. For example, quality control monitoring for the afdc 
and Food Stamp programs consistently reveals some xmderreporting of 
earnings and other incomes. 

• Labor force activity and welfare program participation are subject to 
variations that may not be reflected in an analysis of any 1 month's 
data. For example, a 1985 study xising monthly income data foxmd that 
between 14.0 and 16.3 percent of all households were poor in any given 
month.^ When annual income data were xised, the poverty rate dropped 
to 12.2 percent. The study attributed the difference to variations in 
income that occurred throughout the year. Thus, caution shoxild be used 
in attempting to annualize the monthly income data in this report. 

• The latest Sipp data available were for 1984. Becaxise coxmty data for 
1984 were not readily available, we xised 1986 coxmty data. Thus, oxir 
national and coxmty data are not chronologically comparable. 

• We were xmable to develop valuing techniques similar to the recipient 
and poverty budget share techniques for xise at the coxmty levels. There- 
fore, family incomes are given only in terms of their value according to a 
market value technique. If techniques similar to the recipient and pov- 
erty budget share could have been xised, income amoxmts woxild have 
been lower than reported xising the market value technique. 

Oxir review was conducted in accordance with generally accepted gov- 
ernment auditing standards, except that we neither assessed the sipp 
data reliability nor reviewed the coxmties' internal controls to ensure the 
accuracy of welfare benefit payments. However, the Censxis Bureau per- 
forms various tests to assure the accxiracy of sipp data and estimating 
procedures, and federal and state agencies, through quality control and 
other systems, periodically review coxmty controls to assure welfare 
payments are accurate. In addition, in accordance with the requester's 
wishes, we did not obtain agency comments on a draft of this report. 
However, we reviewed our findings and policy implications with federal 
and state program officials and a number of welfare consultants and 



^VS Bureau of the Census, Current Population Reports, Series P-70, No. 4, EconomicCharacteristics 
of Households in the United States; Second Quarter 1984 (VS. Government Printing Office, Washing- 
ton, D.C., 1985). 

^Eric A. Hanushek and Roberton Williams, Alternative Poverty Measures and the Allocation of Fed- 
eral Benefits (Congressional Budget Office, Dec. 1985), pp. 8 and 36. 
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experts, several of who commented on a draft of this report. We consid- 
ered their comments in preparing this report. 
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Monthly income data from the national md four county samples showed 
that incomes of two- to four-member afdc families consist primarily of 
benefits from welfare programs, and are affected by certain factors. 
Specifically, we foimd that: 

• Nationally, the monthly incomes of afdc families averaged $819 at mar- 
ket value and $646 at recipient value. Among the four counties sampled, 
the average monthly income at market value, ranged from $790 to 
$1,017. 

• Nationally, the percentage of individual afdc family incomes that came 
from welfare programs averaged 92 percent at market value and 90 per- 
cent at recipient value. 

• Because of state discretion in setting afdc payment levels, payments 
vary widely among the states. However, afdc payments are counted as 
income to reduce some other cash and in-kind assistance levels, thereby 
partially offsetting variations in afdc payment levels. 

• Factors that affect the amoxmt and composition of individual afdc fam- 
ily incomes are state of residence, availability of housing assistance, and 
earnings. 

Because in-kind benefit valuation is such a significant consideration in 
determining total incomes, where national incomes are shown, we iden- 
tiftr the valuation technique used to assign a dollar amount to such bene- 
fits. In-kind benefits in the county samples are shown using only market 
value because a lack of local consumer expenditure data prevented us 
from computing a recipient value. 



AFDC Fainilv Incomes Nationally, the average monthly incomes for afdc families was $819 at 
^ market value and $646 at recipient value, as shown in table 2.1. Under 



both valuation methods, 50 percent of the families had monthly incomes 
within $190 of the average. 



Table 2.1: National Monthly Income 
Amounts, April 1984* 



Valuation technique 


Bottom 
quarter 


Median 

income 


Average 
(mean) 
income 


Top quarter 


Market 


$631 or less 


$759 




$917ormore^ 


Recipient 


464 or less 


563 


646 


738 or more 



^Amounts are determined from 300 families with two, three, or four family members. 

^An estimated 10 to 20 percent of families had monthly incomes over $^ ,000, 1 to 5 percent had monthly 
incomes over $1,500, and 0 to 3 pe" ^nt had monthly incomes over $2,000» 
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Among the four sampled counties, average monthly income at market 
value ranged from $790 to $1,017, as shown in table 2.2. At least 50 
percent of the families had incomes within $250 of the average in their 
county. 



Table 2.2: Monthly Income Amounts in i^HlHHH^^H^HBi^^^^^^^^H^^^HH^H^^Hi^^H 

Four Counties, April 1986- Bottom Median Average 

County quarter income income Top quarter 

Fulton^ $805 or less $991 $930 $1.177 or more 

Cuyahoga 630 or less 810 790 1.021 or more 

Albany 808 or less 911 906 1.081 or more 

Alameda 887 or less 1^061 1.017 1.258 or more 

^Amounts are determined from 799 families with two. three, or four family members. 

^'Fulton County is in the bottom third of state AFDC payment levels, Cuyahoga in the middle third, and 
Albany and Alameda in the top third. 



Of the four counties, Fulton had the lowest average monthly afdc pay- 
ment level for two- to four-member families ($246) and Alameda the 
highest ($539), a difference of $293. Yet, the average income for afdc 
families in Fulton was only $87 less than in Alameda, and was the sec- 
ond highest of the four counties. This was because 76 percent of the 
AFDC families in Fulton received federally subsidized housing compared 
to 33 percent of the afdc families in Albany, wh.\ch had the second high- 
est participation rate in subsidized housing. 

Families with higher incomes living in one county may not eiyoy a 
higher living standard than those with less income in another county. 
Cost-of-living data indicate, for example, that it costs considerably less 
to live in Atlanta, Georgia (near Fulton County), than in San Francisco, 
California (near Alameda County).^ Cost-of-living data were not availa- 
ble by county. 



^Eric A. Hanushek and Roberton Williams, Alternative Poverty Measures and the Allocation of Fed- 
eral Benefits (Congressional Budget Office, Dec 1985), p. 38. 
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Almost AU AFDC 
Families Participate in 
Other Welfare 
Programs 



Nationally and in the four counties sampled, 9 of 10 afdc families par- 
ticipated in at least tv/o federal welfare programs in addition to afdc. 
Nationally, as shown in figure 21, participation was highest in the Medi- 
caid (100 percent),^ Food Stamp (96 percent), and School Lunch (57 per- 
cent) programs. These were followed by the wic (18 percent). Public 
Housing (17 percent), and Section 8 Housing (15 percent) programs. 



Figure 2.1: Percentages of AFDC 
Families Participating in Major Welfare 
Programs Nationally, April 1984* 




/ 



^Amounts are determined from 300 families with two, three, or four family meml^ers. 

In the four counties sampled, afdc family participation rates in msyor 
welfare programs, except housing programs, were generally similar to 
the national rates (see table 2.3). 



^All families are shown participating in Medicaid because of their automatic eligibility, although not 
all may receive medical care in a given month. 
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Tabl« 2.3: P»rctntag«s of AFOC Families 
ParticifMiting in Major Wtlfara Programs 
in Four Countios, April 1986' 







Food 


Housina 




School 
lunch 




County 


Medicaid 


stamps 


Sections 


Public 


WIC 


Fulton 


100 


94 


27 


49 


63 


17 


Cuyahoga 


100 


97 


6 


7 


SO 


22 


Albany 


100 


99 


14 


19 


43 


39 


Alameda 


100 


89 


23 


9 


69 


16 



•Amounts are determined from 799 families with two, three, or four family members. 



According to state and county welfare officials, no state or local pro- 
gram provides recurring, long-term aid to afdc recipients residing in the 
four counties. They told us, however, that private sources—such as 
United Way, Salvation Army, church charities, and food banks— pro- 
vide cash, food, and housing assistance on a temporary basis to needy 
persons. 



Most AFDC Family 
Support Comes From 
Welfare Programs 



Nationally, the per. entage of income for individual afdc families that 
came from welfare programs averaged 92 percent at market value and 
90 percent at recipient value. Three welfare programs— afdc, Medicaid, 
and Food Stamp — accounted for the bulk of the income. The families' 
percentages of income from earnings averaged only 5 percent at market 
value and 6 percent at recipient value. Theii remaining income came 
from other nonwelfare sources, including Social Security, veteran bene- 
fits, alimony, and child support. (See table 2.4.) 



Table 2.4: Average Percentage of 
Income by Source for AFDC Families, 
National Data, April -i384* 





Averaoe oercentaae of income^ 


Source 


Market value 


Recipient value 


Welfare projjrams 


AFDC 


41 


53 


Medicaid 


19 


5 


Food Stamp 


18 


17 


Other welfare 


14 92 


15 90 


Nonwelfare 


Earned income 


5 


6 


Other nonwelfare 


3 8 


4 10 


Total 


100 


100 



•Amounts are determined from 300 families with two, three, or four family members. 

^Percentages of individual family Incomes by source were calculated and then averaged for all families. 
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Among the four counties sampled, che percentage of income for individ- 
ual AFDC families at market value that came from welfare programs 
averaged 92 percent in Albany, New York; 94 i)ercent in AJameda, Cali- 
fornia; 96 percent in Fulton, Georgia; and 98 percent in Cuyahoga, Ohio. 



Number of AFDC Families 
With Earnings Appears 
Small 



To make county estimates ^ *he numbers of afdc recipients with earn- 
ings, we combined our f of afdc families living alone and those 
living with others and ^ xed the percentage of households contain- 
ing AFDC recipients with earnings. The results were; Cuyahoga, 3 per- 
cent; Alameda, 7 percent; Fulton, 7 percent; and Albany, 16 percent. 
These percentages were calculated using afdc recipients' earnings, and 
excluded earnings by non-AFDC household members. While the number 
of families with earnings (both nationally and in the four counties) 
appears relatively small, earnings can significantly affect individual 
family incomes, as discussed on page 27. 

Differences among the counties in the percentage of afdc families with 
earnings could be due, in part, to the availability of employment pro- 
grams. For example, in Cuyahoga County — which had a low percentage 
of families with earnings — officials told us that the county had a 
shortage of work program slots for all eligible afdc recipients. On the 
other hand, officials in Albany County — which had a higher percentage 
of families with earnings — reported successes with the county's employ- 
ment and training programs. Time did not permit us to examine causes 
for the disparities. 



Although the number of afdc families with earnings in our navional 
sample was too small to make valid nationwide estimates, the Congres- 
sional Research Service estimated that in 1983, on average, about 
204,000 AFDC families had earnings (5.7 percent of the nationwide 
caseload).^ 



Three Factors Affect 
Income Amoimt 



For a given valuation technique and a fixed family size, the amount of 
AFDC family income is affected by three factors: (1) state of residence, 
due to wide .variances in state-set afdc payment levels; (2) availability 
of housing assistance; and (3) earnings. 



^ Background Material and Data on Prograins Within the Jurisdiction of the Committee on Ways and 
Means. 1986 Edition, 
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State of Residence Each state determines its afdc payment level by developing a "need 

standard" and establishing the percentage of the standard it will pay. 
As of January 1987, 20 states paid 100 percent of their need standard, 
and the remaining states paid from 31 to 90 percent. Because of such 
discretion, afdc payment levels vary dramatically among the states for 
families of the same size. As of January 1987, for example, maximum 
AFDC payment levels for a three-recipient family ranged from $118 per 
month in Alabama to $749 in Alaska; the median was $354.^ In our four 
sampled counties — selected to show how differences in afdc payment 
levels can affect total income — average afdc payments to two- to four- 
member families were: Fulton, $246; Cuyahoga, $288; Albany, $392; 
Alameda $540. 

Disparities in afdc family incomes among states, caused by varying afdc 
payment levels, can be reduced when the families participate in other 
programs. This occurs because afdc payments are considered income 
when calculating benefit amounts in certain other programs. Thus, the 
smaller the afdc payment the higher the benefit from such programs as 
Food Stamp, Public Housing, and Section 8 Housing. 



Availability of Housing Nationally, about one-third of the afdc families received public or sec- 
Assistance ^^^^ ^ housing subsidies that averaged $150 a month at market value. 

As shown in table 2.5, nonsubsidized families, on average, received more 
income from each of the other income sources, yet the total monthly 
income of families who received housing subsidies was $33 higher. 



Type of income With housing 

Housing $150 

AFDC 296 



Table 2.5: National Average {Monthly 
Income of AFDC Families With and 
Without Housing Subsidies, April 1984**^ 



Food stamps 

Medicaid 

Earnings 

Other 

Total 



i\1arket value 

Without housing Difference 

$150 



342 (46) 

131 136 (5) 

150 153 {3) 

33 88 (55) 

81 89 (8) 

$841 $808 $33 



^Amounts are based on aggregate data and should not be used to calculate average percentages of 
Individual family incomes by source. 

^Amounts are determined from 300 families with two, three, or four family members. 



^While two states* needs standards equal or exceed federal poverty thresholds, no state*s payment 
level exceeds 85 percent of the poverty thresholds. 
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In the four counties sampled — which were primarily urban areas with 
higher average housing rents than those in the nationwide mix of urban 
and rural areas — the effect of housing subsidies was much more pro- 
nounced. Public and section 8 housing subsidies, at market value, to 
AFDC families averaged $422 in Alameda, California; $378 in Fulton, 
Georgia; $263 in Cuyahoga, Ohio; and $245 in Albany, New York". As 
shown in table 2.6, the average monthly income, at market value, of 
families receiving federal housing subsidies exceeded that of nonsub- 
si ized afdc families by $452 in Alameda, $332 in Fulton, $299 in 
Cuyahoga, and $176 in Albany. 



Tabto 2.6: AFDC Families With 
Subsidized Housing Had Higher Incomes 
Than Those Without, April 1966* 





With housing 


Without housing 


Difference 


Fulton 


$1,012 


$680 


$332 


Cuyahoga 


1.050 


751 


299 


Albany 


1.023 


847 


176 


Alameda 


1.327 


875 


452 



^Amounts are determined from 799 families with two. three, or four family members. 

Public and section 8 housing assistance are not equally available in all 
parts of the country, or even within some states. Most eligible afdc fami- 
lies do not receive such assistance. While we did not determine how 
many of our sample families were eligible but did not receive housing 
assistance, most families who do not own their homes likely would be 
eligible. Nationally, in fiscal year 1984, only about 6 percent of all afdc 
family units owned their homes. 



Earnings Our national and county data showed that sampled afdc families with 

earnings had higher total incomes than those without. However, because 
of the small number of families with earnings, we were only able to 
develop statistically valid results in Albany and Alameda counties. 
Table 2.9 shows that the average monthly income of afdc families with 
earnings was significantly higher than that of afdc families without 
earnings. 
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Table 2.7: AFOC Families With Earnings ■■■■■■■■■■■■■■■M 

Had Higher Incomes Than Families Average monthhr income 

Without Earnings, April 1986«»«» Albany, New Yori( Alameda. California 

With Without With Without 

Income cource earnings earnings earnings earnings 

Earnings $308 $ • $465 $ • 

AFDC 307 4D7 388 522 

Other 470 424 322 3M 

$1,085 $831 $1,175 $890 

^Amounts are based on aggregate data and should not be used to calculate average percentages of 
individual family incomes by source, 

^Amounts are determined from 600 families with two, three, or four family members. 

reflected in table 2.7, although earnings result in higher total family 
incomes on average, families with earnings received lower afdc benefits 
because earnings reduce afdc benefits. 



Family Size 



Nationally and in the four counties sampled, the average monthly 
income increased substantially as the afdc family size increased, as 
shown in tables 2.8 and 2.9. 



Table 2.8: Nationallyt Larger AFDC 
Families Had Higher Total Incomes, April 
1984* 



Incomes increased with family size largely because afdc family incomes 
came primarily from welfare benefits, which generally increase as the 
number of eligible family members increases. 







Average monthly income 




Number of members In family 


Market value techniaue 
Percent 
Income Increase 


Recipient value technique 

Percent 
Income increase 


2 


$655 


• 


$522 


• 


3 


767 


17 


597 


14 


4 


1,039 


35 


824 


38 


Percent of income increase 
from 2 to 4 members 




59 




58 



^Amounts are determined from 300 families with two, three, or four family members. 
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Tibte 2>9; in the Four Countfas, Larger AFDC Famiiies Had Higher Totai incomes, Aprii 1986* 



Average monthiy income 

Fuiton Cuyahoga Aibany Aiameda 



Number of members in 
family 


income 


Percent 
increase 


income 


Percent 
increase 


income 


Percent 
increase 


income 


Percent 
increase 


2 


$774 


• 


$603 


• 


$743 


• 


$801 


• 


3 


950 


23 


820 


36 


963 


30 


1,057 


32 


4 


1.099 


16 


1,084 


32 


1,159 


20- 


1,272 


20 


Percent of income increase 
from 2 to 4 members 




42 




80 




56 




59 



^Amounts are determined from 799 families with two, three, or four family members. 
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Comparison of AFDC Family Incomes With 
Poverty Line and Other Groups 



National and county data show that afdc family incomes rarely exceed 
the poverty line when only cash income (afdc, earnings, etc.) is counted. 
But, their incomes frequently exceed the poverty line when in-kind ben- 
efits are valued at market and counted along with cash incomes. How- 
ever, frequent criticisms of tho poverty line as not indicating need and 
the controversy over valuing in-kind benefits, especially health care, 
suggest caution in interpreting the poverty statistics in this chapter. 

Average monthly incomes for afdc families are considerably lower than 
those of comparably sized families receiving welfare other than afdc 
and families receiving no welfare. Thus, compared with these groups, a 
higher percentage of afdc family incomes are below the poverty line. 
Fmther comparison showed that nationally, 

• 8 percent of afdc families had cash incomes exceeding poverty thresh- 
olds. Counting their in-kind benefits, except Medicaid, at market value 
increased the percentage to 26 percent, and at the recipient value to 21 
percent. When Medicaid was included, these percentages further 
increased to 60 and 27, respectively. A similar pattern was apparent in 
the four sampled comities; 

• the average monthly income for afdc families, at market value, was 
$205 and $580 lower than the average incomes of comparably sized 
families in two welfare groups whose primary source of support was 
earnings or other cash nonwelfare income; and 

• the average monthly income for afdc families was $ 1,042 lower than 
that of single-parent families with three or fewer children not receiving 
welfare. 



Though comparing welfare family incomes with the official poverty line 
is a widely accepted measure of a families' economic status, the poverty 
line has been frequently criticized. Official poverty thresholds 
originated at the Social Security Administration in 1964. The poverty 
line was based on the U.S. Department of Agriculture's 1961 Economy 
Food Plan and sought to reflect consumption requirements based on 
family size and composition. The formula that produced the poverty line 
was derived from the Department of Agriculture's 1955 Survey of Food 
and Consumption, which found that families of three or more spend 
about a third of their income on food. Thus, the poverty line was set at 
three times the cost of the economy food plan. The official poverty 
thresholds have been updated aimually since 1969 to reflect changes in 
the consumer price index, and they embody the only national standards 
for measuring basic living needs. 



How AFDC Family 
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Frequent criticisms of the poverty line as not being a reliable indicator 
of need, include the following: 

• The costs and spending patterns assumed by the poverty formula have 
changed. For instance, health care costs have risen much faster than the 
overall cost of living, and recent surveys have found low-income fami- 
lies spend less th^ii one-third of their income on food. 

• The poverty line does not reflect geographic and family differences 
other than family size. A 1984 studj'^ showed that urban living costs can 
be higher than rural living costs, and families with two adults have 
higher costs than single-adult families of the same size. 

Using national data, we compared the cash incomes of afdg families and 
the additive effects of their in-kind assistance, at market and recipient 
values, against the poverty line. As figure 3.1 shows, coimting in-kind 
benefit income — particularly medical benefits at market value — moved 
a considerable percentage of families above the poverty threshold. The 
figure also demonstrates the effect of the significant difference in values 
derived for Medicaid imder the market value and recipient value 
methods. 

A similar pattern was apparent in our sampled counties. Table 3.1 
shows again the effect of including in-kind benefits at market value. 
Because the expenditure data were not available locally, we could not 
compute a recipient value for county data. 



Table 3.1: What Is Counted as Income 
Determines How Many AFDC Families 
Have Incomes Exceeding Poverty 
Thresholds, April 1986*'>' 



Cash only 

Cash, food stamps 

Cash, food (food stamps, WIC. 
school lunch), housing 

Cash, food, housing, medical care 



Percent of AFDC families above poverty 

thresholds 

Fulton Cuyahoga Albany Alameda 

4 • 7 8 

0 2 14 12 

67 9 45 50 



77 67 96 97 



^Amounts are determined from 799 families with two. three, or four family members. 
^'In-kind benefits are valued at market. 



^Maurice MacDonald, Evaluating Alternatives Approaches to Measuring Basic Needs (Institute for 
Research on Poverty, University of Wisconsin, 1954). 
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Figure 3.1: What Is Counted at Income ^HB^H^^HBHHHHBHM 

Determines How Many AFDC Family 

Incomes Exceed Poverty Thresholds, p*^*^"* HousthoWs Abov« Povtrty Thrwhoida 

National Data, April 1984" 

60 



50 



40 



30 



20 



10 



0 



Cash Only Cash, Food Cash, Food Cash, Food, 

Stamps (Food Stamps, Housing, 

WIC, School Medical Cars 

Lunch), 

Housing 

Income Definition 



Income Valued by Market Technique 




Income Valued by Recipient Technique 



^Amounts are determined from 300 fan JIies with two. three, or four family members. 




Among the in-kind benefits, Medicaid affected poverty status the most 
and is the most controversial to value. While Medicaid benefits signifi- 
cantly increase all afdc families incomes, they can be spent only for 
medical care and not for such other basic needs as food and shelter that 
the poverty threshold was intended to represent. An Advisory Commis- 
sion on Intergovernmental Relations^ argued that, unlike food and hous- 
ing needs, the health needs of families in comparable circumstances 
vary enormously depending on health status of household members. 
Some researchers believe the assumed income from medical benefits dis- 
torts perceptions about the economic well-being of recipients. Because of 
these potential distortions and the questionable use of the poverty line 
as an indicator, we feel that the information presented in this chapter is 



^This commission was created by the Congress in 1959 to monitor the operation of the American 
federal system and to recommend improvements. It is a permanent national bipartisan body repre- 
senting the exeottive and legislative branches of federal, state, and local governments and the public. 
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more useful for comparing differences between valuation techniques, as 
shown in figure 3.1, among locations, as shown in table 3.2, and recipi- 
ent groups shown in figure 3.2 than comparing incomes with the pov- 
erty line. 



Nationally, over 18 percent of all households received some type of wel- 
fare benefit in April 1984. Of these households only one in five con- 
tained AFDC recipients. We compared afdc family incomes to those of 
two types of households also receiving welfare benefits, but not afdc or 
ssi.^ The groups were 

single-parent families with one to three children under the age of 18 
who are primarily self-supporting and receive such supplemental wel- 
fare assistance as food stamps or Medicaid, but not afdc (93 percent of 
the AFDC population lives in single-parent families); and 
married couples with one or two children under age 18 who are primar- 
ily self-supporting and receive supplemental welfare assistance, but not 
AFDC (married-couple families constitute only about 7 percent of all afdc 
families, but are the predominant family unit in the general population). 

Like AFDC family incomes, the incomes of other welfare groups ranged 
widely. But the other groups had median and average incomes, at mar- 
ket value, that were higher than afdc family median and average 
incomes. As table 3.2 shows, married- couple families had the highest 
monthly incomes. 



Table 3.2: Monthly Incomes of Welfare ^^^^■^^^^^^^^^^^^^^^■^^^^^^^^^^^^^■^^^■■H 

Groups, National Data, April 1 984**^ No. of 

families Bottom 
Family sampled quarter Median Average Top quarter^ 



AFDC 


300 


$631 or less 


$759 


$819 


$917 or more 


Single-parent 


365 


621 or less 


893 


1,024 


1,167 or more 


Married-couple 


359 


855 or less 


1.206 


1.399 


1.730 or more 



® Amounts are determined from families with two, three, or four members. 
^In-kind benefits are valued at market value. 



^he number and percentages of sampled families with monthly income over $2,000 arei AFDC — 0 to 3 
percent; single-parent— 3 to 9 percent; married-couple— 1 1 to 21 percent. 



How AFDC Family 
Incomes Compare 
With the Incomes of 
Other Welfare Groups 



^We excluded SSI because the program assists the aged, blind, and disabled rather than families with 
children, which were used for our comparisons. 
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Relative to the other welfare groups, afdc families received a larger por- 
tion of their income from welfare and in the form of in-kind benefits, as 
tables 3.3 and 3.4 show. 



Table 3.3: Among Three Welfare Groups, 
AFDC Families Had the Highest 
Proportion of Welfare Income, National 
Data, April 1984* 



Table 3.4: Among Three Welfare Groups, 
AFDC Families Had the Highest 
Proportion of In-Kind Benefits, National 
Data, April 1984« 



Family 



Average percent of monthly 
No. of families income — market value^ 
sampled Welfare Income Other income 



AFDC 



300 



92 



8 



Single-parent 



365 



22 



78 



Married-couple 



359 



13 



87 



^Amounts are determineo from families with two, three, or four members. 

^Percentages of individual family Incomes by source were calculated and then averaged for all families. 



Average percent of monthly 
Income — market value** 



Family 



No. o! families 
sampled 



Cash income 



In-kind 
benefits 



AFDC 



300 



50 



50 



Single-parent 



365 



78 



22 



Married-couple 



359 



87 



13 



^Amounts are determined from families with two, three, or four members. 

^'Percentages of individual family incomes by source were calculated and then averaged for all families. 

Figure 3.2 shows that, nationally, 60 percent of afdc families had 
incomes, at market value, exceeding poverty thresholds compared to 71 
percent of single-parent families and 79 percent of married-couple 
families. 
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Figure 3.2: Among Three Welfare ^^^^H^H^^^^^^^^^HM 

Qroupe, AFDC Families Exceed Poverty 

Thresholds Least Often, April 1 984* 1 0C Ptrctnt of FamltiM Abovt Povorty Th rtsholds 

90 

80 I L 




APOC Singit Marritd 
Partnts Couptts 



Note: Single-parent and married couple households receive welfare-but neither AFDC nor SSI. They 
contain from 2 to 4 members. Figures reflect national data. Inkind benefits are valued using market 
technique. 

^Single-parent and married-couple families received welfare, but not AFDC or SSI. All families contain 
two to four members. Figures reflect national data. In*kind t}enefits are at market value. 



Studies show that single-parent families, as a group, have considerably 
lower incomes than married-couple and elderly families. To make our 
comparison, we used national data and selected single-parent families 
with three or fewer children who were not receiving any form of wel- 
fare. There were about 3.1 million of these families in April 1984.^ 

The average monthly pretax income, at market value, of the nonwelfare 
families was $1,709 (not including a value for employer-provided bene- 
fits, such as health care or pensions). If Medicaid is not included in afdc 
family incomes, their average monthly income is $667, or $1,042 less 
than nonwelfare families. Fifty percent of the nonwelfare families had 
average monthly incomes between $1,039 and $2,137. Further, nonwel- 
fare families derived most of their income from earnings, but also 



*The Census Bureau's Survey of Income and Program Participation (SIPP) contains information on 15 
of the largest welfare programs. 
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received income from such sources as interest and Social Security pay- 
ments. We did not reduce incomes for taxes, which can be significant, 
especially for non-AFDC families, afdc families with earnings would pay 
Social Security tax and may also pay some income tax, but welfare bene- 
fits are tax free. Figure 3,3 shows the respective incomes of afdc and 
nonwelfare families. 



Hgure 3.3: Nationallyt Most AFDC ^^^^^B^HH 
FamillM Had Significantly Lower 

Incomes Than Did Their Nonwelfare bo Ptrctnt of HoutthokJs 
Counterparts, April 1984**^ 

70 n 

60 
50 
40 



30 




Rangt t off Monthly Income 



Incomes of AFDC households with 2 to 4 members, all AFDC recipients. 




Incomes of non>welfare. single-parent households with 2 to 4 members. 



^Amounts are determined from 300 AFDC families and 644 nonwelfare families with two. three, and four 
farJIy members. 

did not include the value of employer or union-paid health insurance In the incomes of nonwelfare 
families. Therefore, we did not include a value for Medicaid in the incomes of AFDC families. In-kind 
benefits are at market value. 

Eleven percent of the nonwelfare families had pretax incomes, not 
including employer-provided medical and pension benefits, that were 
below the poverty line, compared \nth 74 percent of afdc families, 
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whose incomes were also computed without including Medicaid. Some 
nonwelfare families with low incomes may be **income-eligible" for wel- 
fare assistance, but do not participate for reasons that could include an 
inability to meet asset limitations, lack of knowledge about program eli- 
gibility, and the stigma attached to welfare. 



Limited Information 
on Incomes of AFDC 
Families Living With 
Others 



Our analysis of afdc families living with persons not receiving afdc and 
their income was limited by the absence of usable data. County welfare 
records often lacked income information on non-AFDC members* incomes. 
These records also lacked adequate identifying information such as 
Social Security numbers, which are needed to trace participation in 
other assistance programs. We were unable to accurately determine total 
income for households containing non-AFDC members at the county level 
Therefore, for the analyses and comparisons in this section, we used 
only national data. 



Nationally, 40 percent of sampled households with two to four afdc 
recipients included persons not receiving afdc. Such households had an 
average of 2.4 members in addition to the members who received afdc. 
Figure 3.4 shows that the average monthly pretax income of households 
with 2, 3, and 4 afdc recipients and an average of 2.4 non-AFDC members 
was $1,674, or $855 higher than afdc families with 2, 3, and 4 recipients 
living alone. 



Figur« 3.4: HouMholds With AFDC and 
Non-AFDC Mtmbtrt Havt Hlghar 
Avarage lncom#s Than AFDC Famllloa 
Living Alona, National Data, April 1984' 



Avtrag« Monthly Incomt 




300 



000 



too 



1200 



1S00 



1S00 



I I AFDC Famines (2. 3 and 4 AFDC recipients) 

AFDC Households (2« 3 and 4 AFDC recipients and average of 2.4 non-AFDC members) 



'Market technique used to value in^kind benefits. 
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Besides average incomes being higher, households with afdc and non- 
AFDC members have incomes above the poverty line more often than do 
AFDC families living alone, as table 3.5 shows. 



Tibto 3.S: Comparison of Incomes 
Exctoding Povsrty Thrtsholds 
Nationslly, April 1984 





Ptreent 




Incoms definition 


199 houMhoMe wHh AFDC 
and non-AFDC m«mb«rs 


SOOAFOCfamlliM 
living alon* 


Cash Only 


55 


8 


Cash plus in-kind benefits at 
recipient values 


62 


27 


Cash plus in-kind benefits at market 
values 


71 


60 



The average income of households with afdc and non-AFDC members 
includes noticeably less in-kind income and move cash — primarily from 
eamiijgs — than does the average income of afdc families living alone, as 
table 3.6 shows. 



Table 3.6: Income Composition of 
Households With AFDC and Non-AFDC 
Members and AFDC Families Living 
Alone, National Data, April 1984 



income typ« 


Averaa* percent of income — market vaiue* 
1 99 ItoUMhoidt with AFDC 300 AFDC famiiiet 
and non-AFDC members iiving aione 


AFDC 


20 


41 


Food stamps 


8 


18 


Medicaid 


13 


19 


Earnings 


38 


5 


Other 


21 


17 



•Percentages of individual family income by sources were calculated and then averaged for ^(i families. 

Our limited analysis of the income differences between afdc families liv- 
ing alone and households with afdc and non-AFDC members indicates 
that further study is needed to determine the relative income status of 
AFDC recipients in the two household types. Remaining unanswered is 
the question: How much income is available to support afdc recipients? 
Answers to this and other questions can depend on the afdc recipients' 
relationship to the non-AFDC household members. In response to Senator 
Roth*s request dated March 31, 1987, we will provide further informa- 
tion on the incomes and characteristics of afdc households in a later 
report. 
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AFDC families living alone receive income amoimts from numerous wel- 
fare and nonwelfare sources. Most of their income is derived from fed- 
eral/state welfare programs; on average almost half in the form of in- 
kind benefits. Thus, their incomes are affected by a multiplicity of fed- 
eral and state policies concerning program eligibility, benefit levels and 
availability, and program interactions. Also, individual afek; family 
incomes are affected by where they live, receipt of housing assistance, 
whether they have earnings, and family size. 

Because individual state welfare policies and practices can play a signif- 
icant role with respect to family iiicomes, the current extent of state 
discretion in setting afdc payment levels, eiigibility criteria, and so on is 
a necessary focus for welfare reform policy deliberations. To some 
extent, multiprogram participation and program interactions reduce 
AFDC payment variations among the states, afdc payments are counted 
as income in determining the benefit amounts of such other programs as 
Food Stamp and Section 8 Housing. Thus, as afdc payments become 
larger, benefits from the other programs become smaller. It is important, 
therefore, that in establishing benefit levels in a given welfare program, 
interactions with other program benefits are considered. 

While earnings significantly affect the income of afdc families with an 
employed member, few had earnings, which indicates the possible need 
for additional emphasis on training and work requirements. 

AFDC family incomes increased with family size largely because their 
income came primarily from welfare benefits, which generally increase 
as the number of eligible family members increases. 

National and coui^ty data indicate that some in-kind benefits may not be 
equitably distributed. Housinji^sistrmce, for example, can significantly 
affect an Afio family's total mcome, but such assistance is not equally 
available in all states or even within some states. In effect some families, 
precluded from receiving such assistance, must pay for their housing at 
the market rate. Thus, families qualifying for assistance in .ailar cir- 
cumstances are often treateii differently. Attempts to address this 
apparent inequity might consider ac^justing the afdc grants for families 
not receiving housing assistance and/or adljusting the grants for those 
already receiving such assistance. 

The number and percentage of afdc families whose incomes exceed the 
poverty line are largely dependent on the types of in-kind benefits that 
are counted as income and the methods used to value them. Few afdc 
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family incomes exceed the poverty line when their cash incomes alone 
are counted, but significantly more do when their in-kind assistance is 
counted — ^which serves to highlight the importance of methods used to 
value in-kind assistance in calculating individual and aggregate welfare 
income. 

Although in-kind benefits comprise about 70 percent of federal welfare 
expenditures, there is disagreement about how such benefits should be 
valued for the purpose of determining incomes, and whether such bene- 
fits as Medicaid should be valued at all. At the request of the Congress, 
the Census Bureau is seeking to resolve a number of valuation issues, 
which, in our view, could significantly affect policymakers' perceptions 
about AFDC family incomes. However, until agreements are reached on 
these issues, uncertainties will persist about the relative poverty status 
of welfare families. 

Although comparing welfare family incomes to the official poverty line 
is a widely accepted practice, the poverty line has received extensive 
criticism as being obsolete and nonreflective of geographic and family 
differences other than family size. While the poverty line remains the 
only commonly used national standard for measuring basic living needs 
income, the use of this standard continues to complicate efforts by the 
Congress and others to determine whether welfare benefits are adequate 
and properly targeted to the various poverty groups. 

AFDC family incomes are generally less than comparably sized families 
receiving other welfare, such as food stamps but not afdc, and those 
receiving no welfare. Thus, a higher percentage of afdc families have 
incomes below the poverty line than do the other groups. A large per- 
centage of AFDC family incomes are composed of in-kind assistance. 
Thus, in addition to being less fungible than those incomes consisting 
mostly of cash, afdc family incomes are more susceptible to valuation 
problems. 

Both national and county estimates of family incomes may be affected 
by program participation and income misreporting on Census Bureau 
surveys and to welfare agencies. Our estimates are subject to additional 
variations because of in-kind benefit valuation problems, and because 
we used monthly data that does not reflect annual labor force and wel- 
fare program participation effects. 
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This appendix contains descriptions of the procedures used 
to develop and assign values to each of the five types of non^ 
cash benefits valued in t^s study. These benefits are (1) food 
stamps, (2) school lunches, (3) public or other subsidized rental 
housing, (4) Medicaid, and (5) Medicare. The first section 
describes procedures for the market value approach; the second, 
procedures for the recipient or cash equivalent approach; and 
the third, procedures for the poverty budget share approach. 

MARKET VALUE 

The market value concept values the noncash benefit at the 
cost of the specific goods or services in the private market place. 
The procedures used to assign rnarket values to noncash benefits 
require the identification of an&logous goods or services in the 
private market place and estimation of the cost of the goods or 
services. Because it is sometimes difficult to ftnd and value goods 
or services in the private nwket place that are precisely the same 
as those provided by the noncash benefit program, various 
assumptions and compromises were made in the estimation 
process. Details of the market value estimation process are con- 
tained in the following subsections for each noncash benefit. 

Food wtamps. Valuing food stamps was the simplest and most 
straightforward of the market value procedures. The market 
value assigned was the annual face value as reported in the 
survey; Le., the face value is equal to the purchasing power of 
the food stamps in the market place. 

School lunches. All children eating lunches prepa/ed in schools 
that participate in the National School Lunch Program receive 
a subsidy or benefit because the price paid by the student is less 



than the cost of the meal. The value of the benefit varies de* 
pending on how much the student pays for the lunch. In the case 
of schoo! lunches, it is difficult to identify the analogous good 
in the private market place since such a large proportion of 
schools participate in the program. It was decided, therefore, 
to assign market values that were equal to the amount of money 
and value of commodities contributed by the Department of 
Agriculture and State governments (excluding contributions 
directly from student payments for lunches). 

Data f ran the Department of Agriculture allowed the ca!cula< 
tion of the amount of contributions per meal se rved. These con* 
tnbutions differ for each of the three categories of lunches: (1) 
paid (full pnce), (2) reduced price, and (3) free. Table 8<1 shows 
the total contributions per meal by type of lunch for 1979 to 
1984. These figures were multiplied by 167 days to obtain an 
annual estimate per child. This assumes an average school year 
of 180 days and 93 percent attendance. These amounts were 
muhiplted by the number of children in each family reporting that 
they usually ate a hot lunch offered at school. 

PubHc tnd other subskHzed rental housif>g. The noncash benefit 
for public or other subsidized rental housing was defined as the 
difference between the market rent of the housing unit and the 
subsidized or lower rent paid by the participant. The market value 
of the benefit is equal to this difference. Data on the market rent 
of public housing units are not readily available. Since these data 
are the key to estimating market values, procedures were 
developed to estimate market rents. 

The market rent estimation procedure was based on survey 
data from the 1979 and 1981 Annual Housing Survey (AHS) 
national samples conducted by the Bureau of the Census. The 
AHS was chosen for several reasons. Rrst, it collected rela* 



Table B-1. Contributions per Me&i and Annual Market Value Subsidies for National School Lunch 
Program, by Cost Status of Lunch: 1979-84 



(Flgurea In 1984 dollara) 



Cost acacut 


1979 


1980 


1981 


1982 


1983 


1984 


























of lunch 


Per 








Per 




Per 




Per 




Per 






Real 


Annual 


aeal 


Annual 


neal 


Annual 


neal 


Annual 


oeal 


Annual 


aeal 


Annual 




.44 


74.07 


.43 


71.56 


.37 


61.02 


.25 


41.33 


.25 


41.28 


.25 


41.75 


Reduced price.. 


1.20 


200.70 


1.20 


199.95 


1.13 


188.79 


4 90 


150.94 


.93 


154.82 


.95 


158.65 




1.49 


248.49 


1.45 


242. OA 


1.36 


226.93 


1.33 


222.82 


1.34 


223.62 


1.35 


225.^5 



Note: For the 1984 per meal cost status of lurich showri \t\ the reproduced table B-l. we deducted the 
25<er)[ subsidy that a!S childreri receive from the reduced price arid free \unch subsidy amourits to 
derive t**e portion of the subsidies that is based on financial need. 
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tiv«ty current data on monthty anrtounts paM for rent and utilities . 
Second, it allowed Identification of public or other subsidized 
housing units. Third, the AHS hed a relatively large sample size, 
about 60,000 households. Rnally, the survey can provide data 
needed for future updates. 

The first step to the market rent estimation procedure was 
development of a method to "statistically" match public and 
private market rental units with similar housing characteristics. 
In this process, each sample public or subsidized housing unit 
was matched to two normibsidized units with similar housing 
unit characteristics. Tha average market rent for two matching 
private market units was assigned as the market rent for each 
matching public or other subsidized rental unit. The average 
market rent for two nonsubekfized units was assigned rather than 
a rental amount from only on« unit in order to help stabilize the 
estimated market rents. 

Once the assigrunent of a market rent had been made to each 
public or subsidized rental housing unit on the 1979 and 1981 
AHS sample files, tabulations of average market rents and 
average subsidized rents peid were made. An examination of 
these data indicated that the data for both years should be com- 
bined ki order to provkle larger sample sizes and thus more stable 
eatimates for the market and subskJized rents. 

The tabulation and combination of the market rent and sub- 
sidized rent data for 1979 and 1981 v/ere followed by the 



calculation of average market values for the rent subsidy. These 
averages were simply the difference between the average 
simulated market rents and the average reported subsidized rents 
paid. Tables 8-2, B-3, and show the average market rents, 
average subsidized rents, and average market value subsidies 
used in the assignment of market values for public housing. The 
values in these tables are averages derived by combining the 
1979 and 1981 data. The averages were replaced by rent-to- 
income ratios for purposes of making the actual calculation. 

Market value estimates for public housing described here dif- 
fer somewhat from those used in the original Technical Paper 
50 work because slightly different procedures were used. 
The original work coverif)g 1 979 usea data from the 1 979 AHS; 
however, valuation techniques based on hedonic regression pro- 
cedures yielded lower estimates of market rent for the public 
housing units and thus lower market values for the noncash 
housing benefit. 

The rent-to-income ratios used in the assignment of the market 
value subskly were hekj constant for all years. This meant that 
the market value subsidy for public housing was fixed as a func- 
tion of income level based on the combined 1 979 and 1 981 data. 
This procedure yiekJed market value subsidies that changed only 
slightly over the period. 



Table B-2. Mean Annual Market Rant for Public or Other Subsidized Housing Units, by Total 
Household Money Income and Size of Family Unit 

(Figures in dollars* Cosblned dsts from the 1979 and 1981 Annual Housing Survey) 



Total household money Incoae 



Size of family unit 


Less 


S5,000 


$7,500 


$10,000 


$12,500 


$15,000 


$17,500 


$20,000 




than 


Co 


CO 


Co 


Co 


CO 


CO 


or 




$5,000 


$7,49'> 


$9,999 


$12,499 


*14,S99 


$17,499 


$19,999 


aore 


Householder 6S years and over: 




















2,675 


3,211 


3,597 


2,884 


3,841 


2,388 


2,344 


2,648 




3,049 


3,208 


3,158 


3,728 


3,472 


3,604 


3,627 


5,068 


Houiieholder under 6S yeara In — 


















Kjirried-couple fsally 


















households: 




















2,894 


3,203 


3,583 


3,432 


3,995 


4,009 


3,822 


3,924 




3,316 


3,268 


3,539 


3,612 


3,723 


4,364 


4,355 


4,570 




3,450 


3,470 


3,680 


4,047 


3,858 


3,623 


4,313 


3,922 




4,264 


3,533 


3,962 


3,590 


4,155 


4,194 


4,578 


3,642 




3,924 


3,699 


4,004 


3,388 


3,001 


4,313 


3,7U 


5,129 




4,025 


3,009 


4,720 


3,110 


4,809 


3,685 


4,290 


5,880 


Other fsnlly householda: 




















3,185 


3,500 


3,297 


3,831 


3,831 


4,424 


4,418 


4,iv4 




3,305 


3,478 


4,190 


3,882 


3,528 


3,726 


3,534 


4,0«8 




3,386 


3,450 


3,691 


4,319 


4,527 


4,192 


6,994 


4,498 




3,325 


3,481 


3,321 


3,933 


3,388 


4,908 


4,481 


4,020 




3,111 


3,298 


4,381 


4,122 


5,658 


4,826 


3,389 


3,416 




3,341 


3,712 


4,980 


3,994 


5,278 


5,748 


4,294 


2,646 


Nonfsmlly households: 




















2,678 


3,073 


3,312 


3,323 


3,262 


3,011 


6,468 


4,824 




3,489 


4,378 


4,183 


4,440 


3,498 


3,407 


9,120 


3,490 




5,670 


5,082 


5,005 


4,624 


3,648 


4,122 


2,322 


3,594 
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Table B-3. Mean Annual Subsidized Rantfor Public or Other Subsidized Rousing Units, bvTotal 




Household Money Income and Size of Family Unit 










(Figures In dollars* Coablned dsts froa the 


1979 snd 1981 Annusl Housing Surveys) 








Totsl household aoney Incoac 


Size of faally unit 


Uss 


$5,000 


$7,500 


$10,000 


$12,500 


$15,000 


$17,50C 






thsn 


to 


to 


to 


to 


to 


to 


or 




55,000 


$7,499 


$9,999 


$12,499 


$14,999 


$17,499 


$19,999 


aore 


Householder 65 ysars and over: 




















1,058 


1,5* » 


2,217 


1,942 


3,145 


1,632 


1,631 


1,885 




1,290 


l,5i 


2,066 


2,172 


2,102 


2,232 


3,032 


3,171 


Householder under 65 yesrs ln***~ 


















Karrlcd--couple fsolly 


















houssholds: 




















1,454 


1,990 


2,249 


2,428 


2,285 


3,013 


2,953 


3,092 




2,111 


1,933 


2,433 


2,549 


2,869 


2,984 


3,333 


2^928 




1,794 


1,849 


2,256 


2,481 


2,451 


2,976 


3,607 


2,799 




1,945 


1,859 


2,081 


2,243 


2,469 


2,642 


3,358 


2,538 




1,696 


1,852 


2,203 


2,335 


1,947 


3,224 


2,423 


3,792 




1,492 


1,652 


1,959 


1,975 


3,691 


2,242 


2,493 


3,553 


Other faally households: 




















1,482 


1,552 


2,119 


2,688 


2,749 


2,912 


2,933 


3,332 




1,344 


1,863 


2,150 


2,265 


2,394 


3,157 


2,331 


2,297 




1,434 


1,976 


2,055 


3,141 


3,703 


2,289 


2,493 


1,845 




1,352 


1,903 


1,869 


2,832 


1,728 


2,400 


2,756 


3,494 




1,387 


1,494 


1,541 


1,908 


3,324 


2,665 


1,591 


2,375 




1,264 


1,763 


2,007 


1,595 


1,746 


2,616 


2,006 


1,380 


Nonfsally households: 




















1,232 


1,618 


2,237 


2,286 


2,620 


2,219 


5,784 


3,142 




1,585 


2,900 


2,590 


2,424 


2,304 


2,482 


3,204 


3,011 




2,820 


1,464 


1,794 


2,239 


2,808 


3,480 


708 


2,640 


Table B4. Mean Annual Market Value of Housins Subsidies for Public or Other Subsidized Housini 


1 


Units, by Total Household Money Income and Size of Family Unit 








(Figures In dollsrs* Coablned dsts froa the 1979 snd 1981 Annusl Housing Surveys) 








Total household noney Incoae 


Size of faally unit 


T>ess 


$5,000 


$7,500 


$10,000 


$12,500 


$15,000 


$17,500 


$20,000 




tnsn 


to 


to 


to 


to 


to 


to 


or 




$5,000 


$7,499 


$9,999 


$12,499 


$i4,999 


$17,499 


$19,999 


more 


Householder 65 yesrs and over; 




















1,617 


1,670 


1,380 


942 


696 


756 


7)3 


763 




1,760 


1,590 


1,092 


1,556 


1,370 


1,371 


595 


1,897 


Householder under 65 years In — 


















Karrled->couple faally 


















households: 




















1,440 


1,213 


1,334 


1,003 


1,711 


996 


869 


832 




1,205 


1,335 


1,106 


1,063 


853 


1,380 


1,023 


1,642 




1,656 


1,621 


1,424 


1,567 


1,406 


647 


707 


1,123 




2,318 


1,675 


1,881 


1,347 


1,686 


1,553 


1,220 


1,105 




2,228 


1,847 


1,800 


1,053 


1,054 


1,089 


1,341 


1,337 




2,532 


1,357 


2,761 


1,134 


1,117 


1,444 


1,796 


2,327 


Other fsaily households: 
















1 




1,703 


1,948 


1,178 


1,144 


1,082 


1,512 


1,485 


953 




1,961 


1,615 


2,040 


1,618 


1,134 


569 


1,203 


1,771 




1,952 


1,474 


1,635 


1,177 


824 


1,903 


4,501 


2,653 




1,972 


1,578 


1,452 


1,101 


1,660 


2,508 


1,706 


526 




1,724 


1,804 


2,840 


2,214 


2.334 


2,161 


1,798 


1,039 




2,077 


1,950 


2,973 


2,399 


3,531 


3,132 


2,288 


1,266 


Nonfaally households: 


















1,446 


1,455 


1,074 


1,037 


642 


792 


684 


1,683 




1,903 


1,478 


1,593 


2,016 


1,194 


925 


5,916 


479 




2,850 


3,618 


3,211 


2,385 


f40 


642 


1,614 


954 
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MMffcar* and Medicaid. Procedures used to assign the market 
value of Medicare and Medicaid coverage are based on an in^ 
surance value concept. A msjor problem in the essignment of 
market values is the identification of a comparable good in the 
private market and estimation of the cost of the compareble 
good. The comparable pr>vate market, in the case of Medicare 
end Medicaid, would be nonprofit insurance companies charg* 
ing premium amounts that cover the cost of benefits and 
overheed. 

In the ebsence of a similar private market, the market velues 
of Medicare and Mecficaid were determined using program data 
covering the total amount of medical vendor payments and 
numbers of persons covered or enroHed in the program, includirtg 
those covered but not receiving medical care benefits from the 
program. 

The merket values for Medicare are shown in table B'5 for 
1 979 and 1 984. These values were obteined by dividing medical 
benefits paid by the number of enrollees. All calculations of 
market value were made seperately by State end risk class. As 
can be seen in the table, the Medicare risk classes were the 
aged (persons over age 65) end the disabled. Supplemental 
medical insurance (SMI) premiums were assumed to be peid by 
all enrollees and were, therefore, deducted in the market value 
calculation process. These amounts of SMI premiums heve not 
been deducted from the values shown in table 8*5. The data in 
these tables indude expenditures for the institutionalized popula- 
tion. The market values based on vendor payments thst exclude 
institutional expenditures were estimated to be ebout 2 percent 
lower in ull States even though this factor differed slightly from 
State to State. Unlike the earlier study, no edjustment was made 
to the average value to account for small amounts of program 
administrstive costs. All of the data used in the estimation of 
the market value of Mtdicare are available from the Health Care 
Financing Administration (HCFA). Department of Health and 
Human Services. 

The market values for Medicaid are shown in tables B'6 and 
8-7 for 1 979 and 8-8 and 8-9 for 1984. Separate market values 
based on inclusion and exclusion of institutional expenditures 
have been provided to illustrate the large differences in market 
values resulting from the exclusion or inclusion of benefits paid 
on behalf of institutionalized individuals. Four risk classes were 
defined for estimating the market vakie of Medicaid. These were 
aged, blind or disabled, dependent children under ege 21, cr>d 
adults aged 21 to 64, The calculations for the child and adult 
risk classes were restricted to expendituies and recipients in Aid 
to Families with Oeper>dent Children (AFOC) units. Calculations 
excluded the "other tith XIX" recipients and benefits as shown 
in the annual HCFA tabulation. 

The computetion of market values for Mecficaid was not made 
based on the "ever enrolled" population. Estimating ever enrolled 
populations within risk class and State for Medicaid is difficult. 
There are no edministrative or survey data available that can be 
used to develop accurate ever enrolled figures end the figures 
on those receiving benefits are weak for some States, often re* 
quiring revision. An examination of estimates of market value 
based on recipients of Medicaid benefits with merket value 
estimates based on the ever enrolled figures dorived for the 



original Technical Peper 50 study covering 1979 showed 
relatively small differences for most Stetes. but Isrge differences 
for 0 few States. These epparent problems were traced to major 
revisions to the HCFA Medicaid date following completion of the 
originel veluetton work. Considering the relatively smell dif' 
ferences for most Stetes. the problems in obteining an adequate 
ever enrotied estimate, and the major revisions made to the 1979 
Medicaid data, it was decided to compute the market values for 
Mediceid besed on estimeted recipient counts readily available 
from HCFA. Use of this procedure may overstate the value 
somewhet but provides a more consistent end stsble dete bese 
for the examination of the effect of noncash benefits on changes 
in poverty levels during the 1 979 to 1 984 period. Administrative 
costs were also excluded in the calculation of Medicaid benefits. 

RECIPIENT OR CASH EQUIVALENT VALUE 

The recipient or cesh equivalent concept ettempts to assign a 
value to the noncesh benefit thet would meke the recipient feel 
just as well off as the noncash benefit itself. This concept reflects 
the value the recipient places on the benefit. The recipient or 
cesh equivalent concept assures that the velue ess^ned nsver 
exceeds the market value and is. in most cases, less than the 
merket velue. 

Two procedures have been used by reseerchers to estin^ate 
recipient velues. These are the utility function epproech and ti:8 
nonnal expenditures approach. 8oth of these approaches have 
edvantages end disadvantages. The major problem in either case, 
however, is a lack of data needed to edequateiy estimate 
recipient vsl'Jd accurately. A more detailed discussion of the 
recipient velue concept and problems of estimation is con* 
tained in Technlcel Paper 50. 

The normal expenditure approach was used to estimate 
recipient values in tNs study. The first step in tHs technique is 
to obtain expenditure data for households purchasing the good 
or service in the private market. In this veluetion effort, the 
general procedure was to tabulate an averege annual household 
expenditure matrix defned by a set of aoss-dasstfying variables. 
The next step was comparison of the previously assigned market 
value of the noncash benefit to the aversge (normal) expenditure 
in the eppropriete call of this matrix. The recipient velue 
assigned was equal to the everege velue in the metrix unless 
this vslua is greetar than the market velue. In this situation, the 
recipient value is constrained, making it equal to the market 
value. 

Food stanH>S' The recipient or cash equivelent velues for food 
stamps ware based on data from the Consumer Expenditure 
Survey (CES) diary sample. The CES is conducted by the Bureau 
of the Census under the sponsorship of the Bureeu of Labor 
Statistics. Since this survey has a reletively smell semple size, 
it was necesssry to combine expenditure data for 1980. 1981. 
and 1982 in order to improve the stability of the normal expen> 
diture matrix. Table 8-10 shows the figures used In the essign> 
ment of recipient vakie for food stamps. These figures include 
both food consumed at home and away from home. In practice^ 
the average subsidy smounts were replaced by subsidyto* 
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Table B>5. Annual Market Value for Medicare, by State and Risk Class: 1979 and 1984 



(Figures in 1984 dollars) 



State 


1979 risk class 


1984 risk 


class 


Age 65 and over 


Blind and disabled 


Age 65 and over 


Blind anH Aiaahl^A 




1.329 




1.670 


U672 


2, 120 




1.098 




1.890 


1.440 


1,796 




1.524 




2.413 


1.602 


2,489 




1.244 




1.942 


1.621 


1,998 




987 




1.693 


1.043 


1,450 




1.727 




2.652 


2.267 


2,779 




1.281 




2.039 


1.592 


1,880 




1.391 




2.051 


1.967 


2,368 




1.337 




1.962 


1.775 


l|845 


District of Coiuabia.... 


1.959 




3.301 


3.032 


3,998 




1.417 




2.364 


1.761 


2^295 




1.010 




1.699 


1.417 


1,844 




1.289 




1.826 


1.885 


2,566 




977 




1.547 


1.035 


1,496 




1.528 




2.397 


2.139 


2,643 




1.146 




1.928 


1.597 


1,912 




1 mo 




1.815 


2.498 


1,675 




1.285 




2.111 


1,976 


1,874 




944 




1.633 


1.086 


1,473 




1.069 




1.804 


1. 185 


1,724 




1.212 




1.952 


1.464 


1,641 




1.574 




2.454 


2.088 


2,535 




1.663 




2.530 


1.768 


2,311 




1.611 




2.537 


2.034 


2,175 




1.211 




1.877 


1,793 


1,797 




1.006 




1.694 


1.U8 


1,775 




1.302 




2.154 


1,474 


1,978 




1.027 




1.699 


1,201 


1,253 




1.122 




1.734 


1,654 


1,678 




1.598 




2.672 


2,120 


2,180 




1.122 




1.869 


1,561 


1,657 




1.365 




2.217 


1,875 


2,740 




1.099 




1.820 


1,146 


1,465 




1.470 




2.325 


1,719 


2,299 




%2 




1.574 


1,342 


1,623 




1.246 




2.165 


1,427 


2,182 




1.269 




2.147 


1,635 


1,818 




1.133 




1,892 


1,213 


1,742 




1.209 




1.953 


1,377 


1,733 




1.378 




2.325 


1,786 


2,462 




1.498 




2.171 


1,682 


1,672 




866 




1.583 


1,290 


1,571 




1.012 




1.8C9 


1,392 


1,276 




1.043 




1.782 


1,334 


1.761 




1.241 




2,086 


1,498 


2,46? 




1,010 




1.527 


1,281 


1.742 




1,122 




1.806 


1,396 


1,563 




1,129 




1.804 


1,492 


2.009 




1.115 




1.749 


1,315 


1.8S3 




996 




1.759 


1,011 


1.351 




1.212 




1.972 


1,550 


1.788 




1,035 




1,822 


1,208 


1,653 
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Table B-6. Annual Market Values for Medicaid Including Institutional Expenditures, by 
State and Hvk Class: 1979 



(Figures in 1984 dollars) 





Age 63 


Blind and 


Age 21-64, 


A<r^ l^fls fhan 21 


State 


and over 


disabled 


nondiaabled 


nondisabled 




2 909 


3 671 


1,006 


477 




l|694 


1,604 


830 


328 


Alaska 


6,443 


5,914 


1 029 


418 




2,999 


3^671 


1,006 


477 




1)932 


2,407 


727 


lift 


California.... ■■■•••■■> >>>>>>>>>>> 


1,939 


2,185 


963 


47S 




2,863 


5,511 


916 


341 


Connecticut ....................... 


6,233 


4,402 


r 025 


SIS 


Dele ware .......................... 


3, 114 


3 698 


806 




District of Coluabia ............. . 


2,828 


4)993 


1 365 


731 


Florida........................... 


1 908 


1)742 


763 






2I129 


2,506 


926 


371 




3,734 


3)492 


912 


402 


Idaho 


3)766 


4,443 


tl4 


411 




3)773 


4,253 


1,095 


497 




3,697 


5,946 


1,049 


424 




3,889 


5,029 


997 


462 




3,393 


5,459 


894 


346 




1,681 


1,855 


647 


289 




2,011 


2,643 


737 


331 




3,130 


1,703 


645 


329 




3,628 


2,451 


1,022 


S4S 




1,938 


4,616 


1,168 


S2S 




3,983 


5,020 


1,372 


S22 




3,638 


6,324 


933 


399 




1,328 


1,666 


575 


268 




1,877 


2,219 


747 


311 




4,300 


3,902 


967 


386 




3,997 


4,957 


944 


439 




3,864 


5,063 


973 


409 




3,504 


3,925 


790 


439 




3,644 


3,771 


934 


S74 




1,893 


2,385 


787 


333 




3,282 


8,589 


1,547 


788 




2,231 


2,712 


783 


326 




4,734 


3,844 


1,161 


S48 




4,130 


3,575 


893 


368 




2,886 


4,345 


551 


399 




3,683 


4,206 


584 


230 




4,672 


3,406 


738 


3SS 




3,113 


2,989 


727 


34S 




2,240 


1,756 


760 


246 




4,171 


5,235 


850 


379 




2,281 


2,244 


864 


434 




2,680 


3,743 


1,113 


382 




3,831 


5,152 


947 


608 




3,673 


3,925 


780 


412 




2,999 


2,994 


916 


406 




3,250 


4,808 


907 


401 




1,274 


1,274 


1,274 


1»274 




5,027 


5,063 


824 


422 




4,974 


3,150 


780 


280 
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Table B-7. Annual Markst Values for Medicaid Including Institutional Expenditures, by 
State and Risk Class: 1984 



(Figures In dollar*) 



State 


Age 63 
and over 


Blind and 
dlaabled 


Age 21-64, 
nondisabled 


Aga lets than 21, 
nondisabled 






037 


4,124 


859 


430 




1 


696 


2,116 


720 


308 




7 


604 


10,422 


1,272 


666 






037 


4,124 


859 


430 




2 


303 


3,068 


795 


425 




J 


6S3 


2,535 


722 


384 




3 


013 


5,402 


829 


364 




7 


828 


6,736 


1,073 


512 




5 


253 


4,421 


758 


389 




7 


075 


4,217 


597 


315 




2 


810 


2,765 


585 


281 




2 


265 


2,758 


1,013 


404 






792 


3,741 


890 


378 






759 


5,212 


890 


398 




3 


561 


4,085 


860 


427 




6 


109 


6,348 


1,270 


522 




3 


594 


5,080 


856 


447 




2 


458 


3,43b 


558 


317 




2 


269 


2,108 


591 


287 




2 


615 


4,310 


1,030 


450 






766 


3,911 


820 


376 




5 


353 


2,877 


1,100 


590 






610 


5,325 


1,118 


597 






301 


4,391 


954 


368 




7 


579 


10,682 


896 


430 




I 


906 


1,737 


754 


338 




3 


267 


3,160 


733 


418 




3 


722 


2,505 


901 


301 






»246 


5,303 


832 


468 




3 


855 


5,981 


977 


523 




6 


564 


5,596 


539 


281 




5 


999 


4,897 


1,045 


439 




2 


,976 


3,650 


1,072 


422 




8 


921 


7,214 


986 


610 




3 


783 


4,443 


902 


429 




5 


964 


6,469 


923 


646 




5 


,264 


5,K0 


962 


467 




3 


014 


3,675 


1,002 


692 




3 


,894 


4,892 


936 


338 




^ 


446 


4,864 


733 


361 




5 


,291 


5,398 


681 


321 




2 


,310 


2,231 


540 


172 






,894 


7,007 


954 


527 




2 


,656 


2,561 


1,036 


607 




2 


,687 


4,585 


1,112 


419 




3 


,792 


6,;!61 


858 


374 




4 


,485 


5,193 


812 


372 






,003 


3,724 


822 


337 




3 


,848 


4,734 


885 


442 




2 


,303 


1,215 


467 


216 




5 


»087 


5,189 


734 


427 




4 


,967 


3,856 


926 


429 



ERIC 



Page 48 



48 



6AO/HRIV88-9 AFDC Family Incomes 



Appendix I 

Buieaa of the Census Description of Noncash 
Valuation Techniques 



Table B*8. Annual Market Values for Medicaid Excluding Institutional Expenditures, by 
State and Risk Class: ^379 



(Figure* in 198^ dollars) 





Age 65 


Blind and 


Age 21-64. 


Age less than 21 . 


State 


and over 


ditAbled 


nondisabled 


nondiaabled 




597 


1.813 


995 


449 




429 


1. 129 


830 


328 




695 


1.587 


1.025 


388 




597 


1.813 


995 


449 




45! 


995 


727 


336 




658 


1. 701 


963 


472 




UlU 


1.503 


913 


312 




781 


1.932 


993 


468 




588 


1.713 


806 


358 




1.803 


3.662 


1. 364 


705 




635 


1.379 


763 


388 




531 


1.461 


926 


371 




711 


1.617 


910 


401 




584 


1 . 551 


814 


411 




761 


2.189 


1 .092 


494 




793 


2.251 


1.045 


401 




675 


1.491 


987 


462 




529 


1.221 


892 


329 




319 


1.065 


645 


286 




602 


1.052 


737 


328 




402 


1.171 


644 


328 




675 


1.895 


1.019 


345 




248 


2.169 


1.159 


507 




610 


2.530 


1.345 


455 




757 


1.832 


927 


395 




475 


1.115 


574 


258 




479 


1.724 


747 


311 




627 


2.018 


963 


385 




704 


1.724 


940 


415 




654 


2.809 


973 


402 




671 


2.003 


790 


431 




703 


1.902 


934 


451 




495 


1.560 


786 


332 




740 


3.648 


1.508 


705 




607 


1.618 


781 


322 




601 


2.252 


1.161 


548 




630 


1.617 


893 


365 




664 


1.182 


541 


384 




522 


1.042 


584 


230 




448 


1.274 


697 


322 




1.113 


1.382 


727 


345 




368 


950 


753 


246 




451 


1.282 


850 


379 




514 


1.219 


863 


424 




5S8 


1,468 


1.113 


382 




514 


1.425 


943 


446 




592 


i.847 


756 


375 




754 


1,607 


913 


372 




685 


U943 


906 


401 




456 


1.025 


1.272 


1.268 




887 


1.920 


810 


395 




356 


1.465 


778 


255 



EMC 
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Table B-9. Annual Market Values for Medicaid Excluding Institutional Expenditures, by 
State and Risk Class: 1984 



(Figures in dollars) 



Stats 


Age 65 


Blind and 


Age 21-64, 


Age less than 21, 


and over 


disabled 


nondisabled 


nondisabled 




1,016 


2,550 


851 


M7 




438 


1,016 


720 


308 




2,589 


3,834 


1,236 


659 




1,016 


2,550 


851 


417 




743 


1,283 


795 


423 




320 


1,928 


721 


382 




727 


2,524 


799 


347 




1,102 


5,271 


1,066 


504 




642 


1,855 


758 


389 




1,324 


2,638 


594 


305 




742 


1,507 


585 


281 




794 


1.452 


856 


346 




837 


2,602 


889 


378 




A90 


1,788 


890 


398 




836 


4,204 


962 


469 




903 


3,181 


1,270 


518 




630 


1,716 


856 


435 




469 


2.020 


558 


305 




396 


1,634 


590 


272 




890 


1,812 


1,029 


440 




760 


1.918 


792 


343 




997 


2,563 


1,078 


589 




1,702 


3^647 


1,117 


596 




83> 


3.477 


952 


327 




915 


4,249 


935 


436 




603 


1,057 


754 


338 




648 


1,532 


732 


411 




492 


1,442 


900 


300 




82P 


3,538 


831 


460 




622 


3,671 


977 


523 




379 


3,161 


537 


281 




i,019 


2,439 


1,045 


439 




724 


2,184 


1,068 


422 




2,7a9 


5.652 


980 


580 




899 


3,169 


900 


422 




553 


3,801 


1,088' 


595 




1.204 


2,538 


962 


465 




970 


i,758 


885 


578 




830 


1,493 


828 


338 




552 


2,228 


677 


343 




1,859 


2,055 


681 


321 




462 


960 


540 






681 


3,436 


954 


527 




552 


1,384 


1,034 


527 




902 


1,790 


1,111 


419 




605 


1,939 


855 


365 




831 


3,157 


788 


367 




922 


1,965 


820 


335 




677 


1,993 


884 


440 




417 


871 


467 


216 




823 


1,828 


725 


390 




334 


2,675 


926 


429 
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Table 8*10. Mean Annual Normal Expenditures for Food« by Total Household Money Income and 
Stze of Family Unit 

(Figures In dollars. Coablncd daia from 1980, 1981, and 1982 Current Expenditure Survey Honlhly 
Diaries) 



Total household soney incoae 



Size of faaily unit 


Less 


$5,000 


57, 


500 


510,000 


$12, 


500 


$15,000 


$17,500 


$20,000 




then 




to 




to 




to 




to 


to 


to 


or 




$5,000 




499 


$9 


999 


$12, 


499 


$14, 


999 


$17,499 


$19,999 


oorc 


Householder 6^ years And over: 




























1,015 


1 


328 


1 


464 


1 


683 


1 


394 


1.676 


2,370 


2,293 




1,4U 


1 


806 


2, 


143 


2 


536 


2 


556 


2,383 


2,810 


3,577 


Householder under 6^ yesra tn— 


























Married-couple faaily 


























households: 




























648 


1 


916 


2 


103 


2 


465 


2 


369 


2,842 


2,921 


3,293 






2 


683 


2 


306 


2 


395 


2 


612 


3,036 


2,912 


3.716 




dii 


2 


774 


2 


521 


2 


902 


2 


791 


3,276 


3,33; 


4,352 




931 


2 


159 


3 


119 


3 


091 


1 


299 


2,778 


4,319 


4,864 




1,000 


2 




2 


517 


3 


582 


3 


710 


4,226 


4,058 


5,303 




1,250 


2 


93t( 


3 


914 


4 


642 


4 


291 


5,191 


4,563 


5,570 


Other fanily households: 




























991 


1 


472 


1 


76^ 


1 


782 


2 


539 


2,732 


2,468 


2,936 




1,404 


2 


177 


1 


719 


2 


329 


2,958 


3,250 


3,272 


3,546 




1,125 


2 


203 


2 


009 


A 


^58 


3.401 


2,913 


2^316 


4,772 




931 


2 


159 


3 


119 


3,0$! 


3 


299 


2,778 


4,319 


4,664 




1,000 


2 


188 


2 


51> 


3 


582 


3 


710 


4,226 


4,058 


5,303 




1,250 


2 


938 


3 


914 


4 


642 


4 


291 


5^191 


4,563 


5,570 


Konfanily households: 




























714 


1 


123 


1 


:d3 


1 


600 


1 


637 


1,762 


2,123 


2,626 




999 


1 


799 


2.265 


2 


386 


2,097 


2,052 


2,339 


3,561 



Incoma ratloa In ord«r to compute raclplant valuaa. Thasa ratloa 
ara ahown in tabia B*1 1 and wara uiad In tha attlmatlon pro* 
cast throughout tha 1979<84 pariod. 

SInca food atampa may hava baan racalvad for a ipadriad 
numbar of ntonths during tha yaar« tha calculation of raclpiant 
vaiua ahould ba batad only on tha montha during which tha 
•tampa ward racalvad. Data collactad in th« March CPS on tha 
numbar of montha racalvad wara utad to account for thasa part* 
yaar raclplanta. Thia waa accomptlahad by tranaforming tha 
avaraga annual normal food axpandituraa and marlc^t valua of 
food atampa to avaraga monthly figuraa. In thaaa caaaa« if tha 
avaraga monthly normal axpanditura waa iasa than tha avaraga 
monthly food atamp amount* tha annual raclplant valua was 
mada aqual to tha avaraga monthly normal ^^pandhura muKIplIad 
by tha numbar of montha in which food atampa wara racalvad. 
If tha monthly normal axpanditura waa graatar than tha markat 
vakia. tha annual raclplant valua aqualad iha annual markat vakia 
of food atampa. 

Sdtool kmchaa. Estimating normal axpartdrturaa for school 
lunchas is difficult sinca vlrtufi^ly all school chlldran aating 
lurtchaa praparad at cchool ara participating In tha program; La.« 
thara is no privata markat from which to astimata normal ax- 
pancfi'turas. GIvan this problam and tha ratstivaly small alza of 
tha banaftts« a daclslon was mada to assign raclplant valuas to 



school lunch banafita that wara equal to tha markat valua of 
thasa benafita. 

Public Of cthar aubaldliad rental housing. Ee:^atas of raclplant 
valua for pubiic houaing trnanta wara tiaaad on data from tha 
1979 and 1981 Atk'^ual Kouaing Suway aa wara tha astimataa 
of markat valua. The ftr$t atap In '.he procedure waa tabulation 
of avaraga or normal annual :enta! expenditures In the privata 
markat place -In thIa caae^ renta! unit$ In riatpublic houalng. 
Data for 1979 and 1981 ware coiT^blned to Increaa* the 
sample size In order to atablllza the average renisl amounta. The 
normal expenditure ea time tea tabulated for the radptent value 
calculatlona ara ahown in table B-12. 

The second step« calculation of recipient vakie for public ho-js- 
lng« la somewhat mora compticated than for food stamps 
bacauaa tha racfp^ta pay a reduced price rathar than obtain^ 
Ing the goods at no cost. Flrst« the markat rant aatfiblished as 
part of tha market valua procedures (tabla B-2) was compared 
to the appropriate r^ormal expenditures flQure In teble B«12. If 
tha market rent figure was less than the rwmal expenditure^ the 
recipient value was aaslgnad to be equal to the market velue of 
the benefit. If the markat rent figure was gfaatar than the 
normal expenditure, the raclplant valua was determined ee the 
difference between the normal expenditure and the aubsldlzad 
rental paynvmt (table &^). In practice^ the average figuree ahown 
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Tabk 8-11. Annus! Food Expsodfturt^to-lncome Rttk)t, by Totsl Houithold Monsy tncome m\d 
Sizsof Fsmiiy Unit 

(CoMbtncd iAlA ivom 1980, 1981, tnd 1982 Currtnt Expendllurc Survey Honlhly OUrlet) 



TolAl houiichold (toney lnco«« 



Size of fAMlly untl 


Uss 


$5,000 


$7,500 


$10,000 


$12,500 


$15,000 


$17,500 


$20,000 




than 


10 


to 


to 


to 


to 


to 


or 




$5,000 


$7,499 


$9,999 


$12,499 


$14,999 


$17,499 


$19,999 




Kouieholder f>5 years and over: 




















• 286 


• 221 


• t70 


149 


.102 


.102 


.128 


.074 




.399 


• 284 


• U4 


.;2a 


,166 


.148 


.151 


.103 


Householder under 65 years tn— 


















Harrled-couple (fliy 


















households: 




















• 480 


.286 


• 237 


.222 


• 172 


.177 


.156 


.093 




• 391 


• 411 


• 274 


• 215 


• 19) 


.188 


.155 


.107 




• 409 


•419 


• 262 


• 256 


• 204 


.202 


.179 


.123 




• 378 


• 332 


• 365 


• 270 


.241 


.172 


.232 


.138 




• 400 


• 350 


.274 


• 327 


.270 


.262 


.216 


.142 




• 500 


• 470 


• 435 


• 417 


.112 


.315 


.239 


.160 


Other fanlly houieholdi: 




















• 342 


•244 


• 203 


• 160 


.184 


.170 


.132 


.098 




• 490 


• 3U 


• 200 


• 210 


.213 


.203 


.176 


.119 




• 450 


• 374 


• 225 


• 263 


.255 


.179 


.121 


.147 




• 378 


.332 


• 365 


• 270 


.241 


.172 


.232 


.138 




•400 


• 350 


• 274 


• 327 


.270 


.262 


.216 


A'\ 




• 500 


• 470 


•435 


• 417 


.312 


.315 


.239 


.UJ 


Nonfaaily households: 




















• 266 


• 183 


• 152 


• 144 


.120 


• 112 


.115 


.088 




• 340 


,280 


• 252 


• 209 


.150 


.126 


.129 


.103 



Tsbis B-12, Mssn AnnusI Normal Expsnditursi for Rsntat Units in NontubtidtMd Housing, by 
Total Houtthold Monsy Incoms and Size of Family Unit 

(rigure- in dollars. Coablned dsts froa 1979 snd 190^ Annual Kousinf{ Survey) 



Sixe of fsMtly untt 



Total household aoney Incose 



Uss 

than 
$5,000 



$5,000 
to 

57,499 



$7,500 
to 

$9,999 



$10,000 
to 

$12,499 



$12,500 
to 

$14,999 



$15,000 
to 

517,499 



$17,500 
to 

$19,999 



$20,000 
or 
■ore 



Householder 65 years and over: 
One person. ...«,. 
TWo persons or sore 

Householder under 65 years in- 
Karrisd-couple faaily 
households t 

IVo persons........4.....i 

Three persons..... 

four persons... ......... .4 

five psrsons«...........«4 

Six persons....*...,**,,,* 

Seven arsons or Mors»...i 
Othsr fsniiy houssholdst 

Two persons 

Thrte - ^^ons •< 

fcv ^•»••. ••******« 

v^'x .•'« 

(t«i*/ « or ■ore****^ 
innt) ^•wSW<lds: 
Ou «***.**< 
Tmc^ K<k«7n^*.*****4««««««4 
Thu persons or aore««««4 



2,092 
2,396 



2,680 
2,836 
3,115 
2,829 
3,799 
3,307 

2,721 
2,819 
2,971 
2,773 
2,6)4 
3,209 

2,306 
2,934 
3,061 



2,702 
7,805 



2,821 
2,846 
3,042 
2,852 
2,973 
2*094 

3,032 
2,930 
3,027 
3,414 
3,346 
3,204 

2,480 
3,082 
3,238 



3,002 
3,223 



2,664 
2,889 
3,247 
3,118 
2,927 
2,965 

2,991 
3,317 
3,324 
3,616 
3,358 
3,204 

2,632 
3,264 
3,870 



3,073 
3,546 



3,181 
3,134 
3,207 
3,498 
3,201 
3,40S 

3,197 
3,274 
3,680 
3,214 
3,042 
3,467 

2,858 
3,436 
3,902 



3,583 
3,356 



3,140 
3,284 
3,422 
3,513 
3,618 
3,511 

3,479 
3,572 
3,209 
3,065 
3,566 
3,332 

3,012 
3,449 
4,703 



4,023 
3,690 



3,165 
3,502 
3,387 
3,567 
2,606 
3,870 

3,574 
3,520 
3,873 
3,803 
2,498 
2,383 

3,205 
3,595 
3,975 



3,439 
3,798 



3,316 
3,574 
3,647 
3,500 
4,024 
4,161 

3,733 
3,515 
3,514 
4,046 
3,;68 
3,594 

3,352 
3,451 
4,623 



3,915 
4,674 



4,441 
4,495 
4,769 
4,864 
4,106 
4,701 

4,485 
4,759 
4,676 
4,163 
4,166 
4,602 

4,204 
4,635 
6,203 
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in thttf tibial win replicid by axpindituri'tO'incomf ritiot. 
Thill ritloi win thtn uiid in thi c«lculitioni for iich of thi 
5 yiin. 

Midl ci i car* iMntfh*. Thi proc«durtt uttd to iitrmsti i tcipiint 
vilu« of rmdtcai ciri bimfiti win bii*d on iimp>« upditit 
of thi of!g(n«] 1979 ^tchn(quii. For tht purpoM of «itifrv3t!ng 
normil ixpindtturM for m«dic«t c«fi« a noniubiidizid populi* 
ticfi ii« for III prtctlcAl purpoMt, nont xittint. Tht tgid populi* 
tion U limoit totiity covtftd by tht Mtdicirt proorim ind tht 
popolttior> undtr 65 ymt of tgt rtctivtt wldtiprttd covtrigt 
from tmpfoytr-prov(dtd group htttth inlurtfKt. 

Tht titimitii of normal axptnd!turti for mtdical cart win 
madt uilng data from tht 1972*73 Coniunwr Exptndhun 
Sufvty (CES) in ipitt of tht major problami citad abova. The 
normal axptnditura tabulation uiad ii tht biiii for thii itudy 
li ihown in tibtt B-13. Tht diti for tht undtr*aga*6S popula* 
tion wara dtrivad from CES lurvay caiai raporting partial 
amployar'providtd covt^agt. Tht txptnditun data do r>ot 
IfKkidt tht amoum of tht tmplovt^i contribution, and thtrtf ora, 
tha normal axpandlturaa for thii group ara probably 
undtnttimatad. Tha aampit group uatd to dariva tha normal ax- 
pafKJHuna for tht 65>arxl-ovar population includtd ptraoni with 
Madicira covaragt but txcludtd ptraoni covtrad by Madlciid 
ind thoit covtftd by both Mtdicald artd Madicira. Uia of tha 
Madicara population In aitimatai of normal axpanditurai ii 
undaiirabia and probably raiutti In undaraitimatai of racipiant 
valua ai wall. 

Tht iy)rmal axptnd^t data in tabla 6-1 3 wara tibuUtad from 
tha 1 972>73 CES. Adiuttmtnti win thtn mada to tha 1 972*73 
ivariga mtdical axpanditurai ind incoma claiiai to iccount 
for tht incraiiai in coniumar pricai. Tha axptnditura data were 



adjuitad by tha change in the medical component within the 
ova/all Coniumer Price Index (CPU. The income claiiei wara 
adjusted by tha cha.'ige b the overall CPi. These tame ad< 
iuitmanti wara mad« annually to update tha 1 979 figurai in thii 
tabla to tha appropriate yaa^" botwaen 1980 and 1984. 

Tha aiiignmint of nclpient viluii followid the iima pro> 
cadurai ai outlined for food itimps. Sipirita iitimitei of 
ridpiant valua wara mada bated on the inclusion or exclusion 
of institutional cara expenditures. 

POVERTY BUDGET SHARES 

The third procedure used to value noncash btnaftti In this 
Itudy wii tha poverty t>udgat ihira (PBS) ipproich. The P8S 
epproich ii a different end much mora limited veluetlon tech* 
niqua that llnki tht vilut of tht nonciih btnafit dirtctly to tht 
currtnt money incorrtt povtrty conctpt. Tht PSS ipproich 
iiiumti thit« for purpoiii of meeiuring povtrty, tht vilui 
iiiigned to the btntfit cen bt no greeter then tha amount that 
ii uiuilly spent on tha iptcifiad good or leivice by people near 
the poverty level* linca valuei in ixcess of thii imount cinnot 
alwiys lubitltuta for other needs. 

Food btnaffti. Tha valuei of food itimpi ind tchool lunch 
bcnefiti were combined for the celculetion of the P0S vilue for 
food btnafiti. Tht imount ipant on food by fimiliii neir the 
poverty line wi3 iiiumed to be one^thlrd of 'Se eppropriita 
povirty livel. Thii raflacti directly the food^tv^lncomt ritio 
used to develop the current poverty definition. The PBS limiti 
for food benants ire shown in teble B*1 4 for 1 979 through 1 984. 
The figures In thli tible ere limply the weighted everega 



Tablo B*13. Normal Expend hurt Valuts for Medical Care, by AQe or Disability Status of the 
Householder and Site of Household 



(In 1979 dolUr^) 



Total household Income 


Householder aj(e 63 
yeeri old end over 
or dliibied 


Householder under 65 ye/irt old end not disabled 


One 
person 


Two 
pf rions 
or «ore 


One 
person 


Two 
persons 


Three 
persons 


Four 
persons 


Mve 
persons 
or aor* 




341 


637 


99 


209 


307 


380 


410 




291 


547 


146 


219 


373 


402 


430 




38S 


578 


176 


390 


390 


396 


421 




443 


608 


209 


311 


263 


364 


393 




488 


B28 


248 


336 


256 


38:i 


414 




646 


770 


306 


520 


443 


46l 


497 




610 


891 


289 


549 


516 


419 


575 




642 


I 807 


315 


576 


572 


450 


tOJ 




684 


668 


302 


585 


652 


63; 


675 




718 


662 


309 


588 


653 


662 


721 




738 


1»060 


299 


606 


662 


588 


712 




69 S 


1,070 


290 


601 


661 


582 


715 




753 


1,202 


375 


678 


803 


867 


926 
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Appendix I 

Borean of the Cenmu Description of Noncash 
Valoation Techniques 



Tibte B.1A. Poverty Budoet Shtres for Food, by Year snd Size of Family UnU: 1979-84 

(Ftf(urci In dollari) 



Size of fastiy unit 


1979 


1980 


1981 


1982 


1983 


1984 


One ptrton (unrclalcd tndtvtduai).* 


1,228 
1.2S8 
I.1S7 


1.39S 
1.429 
1.314 


1.^0 
1.576 
1.4S3 


1.634 


1.687 


1.759 
1.800 
1.660 




!.i;3 
I.S42 


1.727 




1,592 




I.S67 
1.619 
1.4SS 


1.779 
1.839 
1.6S1 


1.972 
2.037 
1,633 


2.094 
2.162 
1.9AS 


2.161 
2,232 
2.008 


2.254 
2.328 
2.094 


Houtcholdcr 6S years and ovir.*.. 




1.921 
2.A62 
2.912 
3.283 
4.071 
(X) 
(X) 


^160 
2.795 
.).308 
^7)B 
4,628 
<X) 
<X) 


2.417 
3,096 
3.669 
4. ISO 
4.703 
S,218 
6,191 


2.St»4 
3.287 
3.89S 
4.402 
S,0S2 


2,646 
3,393 
4,016 


2.759 
3.536 
4.189 
4.736 
5.365 
5.987 
7.082 










4,543 
5,167 
5,723 
6.770 




5,573 
6.566 





ll979 and !980, 
X Hoi applicable. 



poverty thrvshold for the sp«cifitd ftmily typ« multiplied by 
one-th]rd. 

'Th« PBS valut wat computed by comparing the combined 
market value of food stamps and school tunch to the PdS limit. 
If the market valua was great^^f than the PT * 'Snh. the PBS value 
was constrained to tha PBS limit. If the market value wes tower, 
the PBS velue wes equet to tha merket velue. 

Public or otbar tubaldlxtd rantal housing. Tha PBS velues for 
public or other subsidized rontet housing were computed using 
the 1979 and 1 981 AHS date. Calculation of tha PBS Itmhs wart 
basad on the housing expandhure to Incocna ratios shown in tabla 
B<1 5, These ratios represent the proportion of Income spent on 
nonsubsidized rentti housing by femilies with incomes within 
± 25 percent of the poverty level end ere evereges of the ll 79 
end 1981 dete from the AHS for nonsubsidized housing unite. 

The celcutetion of the PBS limit wes mede by rmiltiptving the 
appropriate proportion in table 8*1 5 by the famlty'a poverty level. 
If the previously eulgned merket rent exceeded the PBS limit. 



the PBS velue for public housing wes mede equel to the dif* 
ffttnce between the PBS limit end the emount of eubsidized rent 
pAid. If the market rent wes lass tt^n the PBS limit, the PBS vakie 
fot public housing was made equel to the merket velue of the 
subsidy. 

Msdtcal care. The PBS velues for noncei i medicel care bertefits 
were computed using the seme expendh jre to income retios et 
Che poverty line es used in the prevlcuv study. These retioe^ 
which were derived from the 1960-61 Ccnsun>er Erpenditura 
Swvay. ere ehown In tebie B*16. The dete from the 1960*61 
survey were selected because they refiect expenditure pattama 
for medicel care that existed prior to the Medicare program and 
ex<>ansion of employer-provided benefite. The PBS veme for 
mtfdical care was computed by compering the comblr^ market 
velue of Medicere ind/or^^edIce!d for the femily with the PBS 
limit. The PBr veiue wes eqi;el to the PBS limit If the merket 
v/ilue exceeded the Wmi: or equal to tho market valua if the 
rriaiket value was k)wer. 
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Appendix I 

Bureau of the Cen&os Description of Noncash 
Valuation Techniques 



Table B-15. Poverty Budget Shares for Public or 
. Other Subsidized Rental Housing, 
by Size of Family Unit 



size of fanlly unll 



Householder 65 years and over: 

One person 

Tuo persons or more 

Householder under 65 years in" 
Harrled'Couple family households 

Two persons 

Three persons 

Four persons 

Five persons 

Six persons 

Seven persons or aore 

Other fanlly households: 

Tuo persons 

Three persons 

Four persons 

Five persons 

Six persons 

Seven persons or more 

Non fanlly households: 

One person 

Tuo persons 

Three (tersons or more 



Expenditure** 
to-lncone 
ratio 



.567 
.525 



.498 
.446 
.384 
.324 
.288 
.270 

.548 
.471 
.401 
.344 
.299 
.306 

.572 
.522 
.487 



Table B*16. PoV 7 Sudget Shares for Medical 
Ben-fiits, by Size of Family Unit 

(Rauos based on 1960-61 Consiitaer Expenditure Survey) 



sue of fanlly unit 



One person (unrelated Individual) 

15 to 64 years 

65 years and over. 

Tuo persons: 

Householder 15 to 64 year^ 

Householder 65 years and over.. 

Three persons 

Four persons < 

Five persons 

Six persons or more 



Expend Iture- 
to-lncone 
ratio 



.044 
.114 



.OBO 
.103 
.053 
.044 
.054 
.048 



Source: U.S. Bureau of the Census, Estimates of Poverty Including the Value of Noncash Benefits— 
1984 . technical paper 55 (Washington, D,C.: U.S. Government Printing Office, 1985), pp. 63-66. 
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Inf oriTiation Reported by the Bureau of the 
Census Concerning SEPP Data Quality 



Two major determinants of the quality of income data 
collected in household surveys are the magnitude of missing 
responses and the accuracy of the responses that are pro- 
vided. This appendix hw been included to supply informa- 
tion concerning nonresponsa rates for selected income ques- 
tions, the average amounts of income reported in the survey 
or assigned in the imputation of missing responses, and the 
extent to which the survey figures underrestimate numbers 
of income recipients and cmounts of income received. 

Nonresponsa in this discussion refers to missing responses 
to specific questions or "items" on the questionnaire. 
Noninterviews or complete failure to obtain cooperation from 
any household member have not been considered in this ex- 
amination of nonresponsa rates. Adjustments to account for 
noninterviews are mede by proportionally increasing the 
survey weights of interviewed households. Missing responses 
to specific questions are assigned a value in the imputation 
phase of the data processing operation. 

Nonresponsa is a very important factor in assessing the 
quality of survey data. Nonresponses to income questions 
cannot be considered random since experience has shown 
Mat persons with the highest nonresponse rates have 



reported characteristics such as education levels and occupa- 
tions that, in general, differ from population averages. The 
most frequent causes of nonresponse are the inability of the 
respondent to answer the question because of either a 1 ) lack 
of knowledge or 2} refusal to answer. The first reason is 
especially important in situations of proxy response when one 
household member answers questions for another household 
member not present at the time of the interview. The prac- 
tice of accepting proxy interviews from household members 
deemed "qualified" to answer is a standard procedure in the 
CPS and most other surveys corrducted by the Bureau. During 
the third and fourth interview periods of SIPP. about 35 per- 
cent cf the interviews were taken from proxy respondents. 

The mCnitude of nonresponse is generally presented in 
terms of a nonreponse rate computed by dividing the number 
of r>onresponses b^'the total number of responses that should 
have been pro video. The first two columns of table D-1 show 
the number of persons with income and nonresponse rata for 
a selected group of income amount questions from SIPP for 
the second quarter of 1 984. Nonresponse rates for the March 
1984 CPS based on annual income amount questions arc 
shown in the third column. 



Table D-1. Persons Nonresponse Rates for SIPP and the March 1984 CPS, and 
Median Monthly Amounts Reported and Imputed, for Selected Income 
Types 



Incoae type 


SIPP 

198^ second quarter 
nonthly average 


March 
1984 CPS 
nonresponse 
rate for 
anounts 
received 


SIPP 

oedlan tnonthly average 
atDounts 


N'unber 
with 
Incoae 
(thous.) 


Nonresponse 
rate for 
anounts 
received 


Reported 


laputed 




96,902 


7.5 


17.4 


SI, 133 


SI, 207 






16.2 


25.2 


826 


1,083 


Federal SupplettenCal Security 














3»5I1 


B.4 


16.5 


201 


271 




32,^41 


11.6 


20.1 


401 


412 


Aid to Families with Dependent 














3,177 


6.9 


13.4 


297 


261 




2.269 


13.6 


19.0 


388 


292 




7,938 


14.0 


22.6 


238 


256 




6,812 


6.3 


12.7 


101 


83 


Veterans* conpensaClon or 














3,503 


... 


16.6 


128 


98 



^ Page 66 GA0/HRI>^9 AFDC Family Incomes 

ERIC ' 



XnfomiAtlon Xcported by the Bureau of the 
Census Concer^ng SIPP Data Quality 



The SIPP nonresponse rates ranged from a low of about 
6 percent for food stamps to about 16 percent for self- 
employment income. These rates were computed by dividing 
the number of persons with missing responses on the amount 
received by the total number with either a missing or reported 
amount for that income type. 

The SIPP nonresponse rates for second-quarter average 
monthly amounts contrast sharply with the higher 
nonresponse rates encountered in the March CPS. The rates 
for the CPS ranged from a low of 13 percent for food stamp 
allotments and Aid to Families with Dependent Children to 
25 percent for self-employment income. The major emphasis 
given to complete and accurate income information in SIPP 
and 4-month recall period are two factors that have con- 
tributed to the significantly lower nonresponse rates in the 
SIPP. 

Nonresponses are assigned values prior to producing 
estimates from the survey data. The procedure used to assign 
or impute responses for missing data for SIPP are of a type 
commonly referred to as a "hot deck" imputation method. 
This process assigns values reported in the survey by 
respondents to nonrespondents. The respondent from whom 
the value is taken is termed the "donor." Values from donors 
are stored m a matrix defined by demographic and economic 
data available for both donors and nonrespondents. Each cell 
of the matrix defines a unique combination of demographic 
and economic characteristics. For example* the imputation 
of an amount for monthly wage and salary income is based 
on eight different vanables. These were 1 ) occupation, 2) sex* 
3) age. 4) race, 5) educational attainment, 6) weeks 
worked, 7) usual hours worked per v/eek« and 8) place of 
residence. 

The last two columns in table D-1 compare median reported 
and imputed income amounts for SIPP monthly averages, 
second quarter 1984. The differences between reported and 
imputed median amounts were statistically significant at the 
95-percent confidence level for wage ar^d salary income, self- 



employment income, unemployment compensation, and 
veterans' compensation or pensions. 

The seccnd important determinant of data quality and prob- 
ably the one examined most closely by users of the income 
data collected in household surveys is the accuracy of 
reported (and imputed) amounts, to gittwl^ household 
surveys have a tertdency to urKJersstimate the number of per- 
sons receiving income and the average amount received. 
These problems result for a variety of reasons including ran- 
dom response error, misreportir>g of sources of income, failure 
to report the receipt of income from a specified source, and 
failure to report the full amount re< oived. Tht n«t effect of 
these kinds of problems is, for most income lipt^, 
imdet e sti mation or underreporting of Income errKxmts. The 
extent of underreporting is measured by comparing survey 
estimates with independently derived estima***** i^uatlv 
based on administrative data that are, generali '«»t«ablf 
than the estimates derived from the survey. It shouiu noted 
that the independent estimates are subject to errors them* 
selves. In addition, independent estimates do not reflect 
income attnbutable to the "underground" economy, some 
of which may be reported in the survey. 

Table D-2 contains comparisons of SIPP estimates of the 
number of persons receiving specific income sources with in- 
dependent estimates derived from various administrative 
sources. Table D-3 shows similar comparisons based not on 
the number of recipients but on the aggregate amount of in* 
come received. Data in both of these tables are preliminary 
and subject to revision. 

The comparisons in table D-2 are limited to some of the 
major transfer programs for which administrative data are 
available for the April-June 1984 period. Adjustment factors 
were applied to these administrative figures in order to arrive 
at t*»e independent estimates for the SIPP noninstitutional 
population eligible for interview. The adjustment factors used 
were based on procedures developed by Mathematical Policy 



Table D*2. Comparison of Estimatsd Number of Income Recipients, for Selected 
Income Types, Second Quarter 1984: SIPP vs. Independently Derived 
Estimates 

(.Slithers in thous;tn(]fl) 





Monthly average recipients 










SIPP as A 


?-cooe type 






percent of 


SIPP 


Independent 


independent 




e^tioate 


estimate 


estimate 




3,492 


3,574 


97.7 




32,432 


33,190 


97.7 




3,171 


3,687 


86.0 




2,212 


2.682 


82.5 




18,869 


20,854 


90.5 




3,503 


3,859 


90.8 



Excludes dependents covered by paynents. 
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Infonxuttion Reported by the Boieav of the 
Census Concerning SEPP Data Quality 



Table D-3, Comparison of Estimated Aggregate Income Amounts Received* for 

Selected Income Types, Second Quarter 1984; SIPP vs. Independently 
Derived Estimates 

(Honthly •v^raxe•. FUures tn anitons of dollars) 









SIPP «s a per- 


IneoM type 






cent of the 


SIPP 


Independent 


independent 




esttnjite 


esttiBSte 


estttute 




138,641 


146,916 


94.4 




13,833 


(NA) 


(X) 




763 


783 


97.4 




13,234 


13,111 


101.1 




1,010 


1,173 


86.0 




897 


1,079 


83.1 




763 


887 


8^.2 




792 


1,063 


74.3 



Not available. 
X Not applicable. 



Research* inc.. for deriving independent estimates for the 
1979 ISDP research panAl. 

Survey underestimates of income recipients ranged from 
about 18 percent for State unemployment compensation 
payments and 1 4 percent for Aid to Families with Dependent 
Children to about 2 percent for Social Security recipients. 

The underreporting for Aid to Families with Dependent 
Children is related to misclassification of this income type as 
other types of public assistance or welfare. A total of 
1 .027,CX}0 persons reported receiving general assistance and 
1 76,000 reported receiving other types of welfare payments 
for the second quarter. A significant number of these cases 
arc actually payments from the Aid to Families with Depen- 
dent Children program. This particular problem was also en* 
countered and documented in the developmental ISDP. 

Table D-3 provides comparisons of StPP and independent 
estimates of the aggregate amount of income received for 
the total noninstttutional population for the second quarter 
of 1984. Nonseasonally rdj'usted. monthly independent esti- 
mates for wage and salary income is not available. The 
estimate shown for wage and salary is based on Bureau of 
Economic Analysis seasonally adjusted, annual rate estimates 
for the second quarter divided by 12, Other independent 



estimates shown in tables D'2 and D-3 are based on various 
sources including the Social Security Bulletin and unpublished 
figures from the Department of HeaKh and Human Services, 
the Department of Agriculture, and the Veterans' 
Administration. 

In most cases the comparisons in table D-3 on aggregate 
amounts for the second quarter parallel the figures in table 
D>2 for estimated nun^r of recipients. The comparison for 
wage and salary income is difficult to interpret because the 
independent estimate is seasonally adjusted. A monthly in- 
dependent estimate for seIf*employment income is not 
available because the self-employment income estimates are 
based on different concepts. The StPP figure i^ based on the 
"salary" and other income received from the business by the 
owners. More refined comparisons between SIPP estimates 
and estimates derived from independent sources will be made 
in future reports. 

Table D-4 shows the monthly averages for the number of 
income red(»ents and aggregate amounts of income received 
for the second quarter 1 984 for the total population and the 
nonfarm population. Most of the largest sources cf income 
h8t/e been included in this table. 
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Infomuttioii Reported by the Burean of the 
Censiis Ck>zicerniiig SIPP Data Quality 



Table D-4. Persons 15 Years Old and Over Receiving Income and Aggregate 

Amount Received, for Selected Income Types: Monthly Average, Second 
Quarter 1984 





Total 


Nonfara 




Nuaber 


ARgregate 


Nuaber 


Aggregate 




with 


aaount 


with 


aaount 




Incoae 


(ail lions 


Incoae 


(b1 lllons 




(thousands) 


of dollars) 


(thousands) 


of dollars) 


1 


97.086 


138,661 


95,368 


136,621 




8,372 


15 855 


7 807 


1 3 803 




32,632 


13,256 


31,678 


12,899 


Federal Suppleocntal Security Incoae** 


3,692 


763 


3,656 


758 




2,212 


897 


2,201 


892 


Veterans* coapensatlon or pensions... • 


3,503 


792 


3,66S 


786 




653 


632 


639 


627 


Aid to Faallles with Dependent 












3,17! 


1,010 


3,166 


1,006 




1,027 


202 


1,022 


201 




3,119 


761 


3,096 


738 




682 


227 


682 


227 




7,936 


2,916 


7,829 


2,876 




1,812 


1,638 


1,789 


1,616 




1,313 


1,317 


1,298 


1,306 


State govemaent esployee pensions.... 


1,987 


1,063 


1,917 


1,009 


Local xovernnent employee pensions.... 


836 


651 


819 


660 




315 


266 


311 


265 


Incoae fros paid-up life insurance or 












761 


186 


726 


183 




1,266 


697 


1,253 


695 


Interest Incoae from regular savings 










accounts, ooney aarket deposit 










accounts, certificate's of deposit or 










other savings certificates, and 










Interest-bearing checking accounts... 


101,656 


6,516 


98,661 


6,291 


Interest Incoae froa noney market 










funds, U.S. government securities. 










tBunlclpal or corporate bonds, and 












10,652 


1,769 


10,256 


1,713 




3,685 


897 


3,377 


ri67 




20,095 


3,188 


19,660 


3,106 




9,902 


1,658 


9,686 


1 , .02 


Incoae from royalties and other 












2,838 


1,532 


2,659 


1,667 



Source: U.S. Bureau of the Census, Current Population Reports, Serl'ss P-70, No. 4, Economic Charac- 
teristics cf Households In the United Spates: Second Quarter 1984 , U.S. Government Printing Office, 
Washington, D.C., pp. 49-52. 
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Sampling Errors for Key SIPP Data 



Two- to four-member AFDC families living alone 


Estimated 
amount 


Estimated sampling 
error at 95-percent 
confidence level* 


Average monthly Income 


Market value 


$819 


$50 


Recipient value 


646 


50 


Percentage participating in other welfare programs 


Medicaid 


100% 


• 


Food stamps 


96 




School lunch 


57 


8 


Public housing 


17 


11 


Section 8 housing 


15 


11 


WIC 


18 


11 


Percentage above the poverty line 


At market value 


Cash only 


8 


4 


Cash and food stamps 


13 


5 


Cash, food, and housing 


26 


6 


Cash, food, housing, and Medicaid 


60 


7 


At recipient value 


Cash only 


8 


4 


Cash and food stamps 


12 


5- 


Cash, food, and housing 


21 


6 


Cash, food, housing, and Medicaid 


27 


6 


Average monthly income by family size 


At market value 


Two recipient 


$655 


$40 


Three recipient 


767 


50 


Four recipient 


1,039 


110 


At recipient value 


Two recipient 


522 


40 


Three recipient 


597 


50 


Four/ cipieht 


824 


120 


Average Ar LiC payment by family size 


Two recipient 


262 


30 


Three recipient 


316 


30 


Four recipient 


401 


50 
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Sampling Errors for Key SIPP Data 



Estimated sampling 
Estimated error at 95-percent 
Comparison groups amount confidence level 

Two- to four-member welfare families not receiving 
AFDC 

Average monthly income 

At market value 

Single parent $1.024 $100 

Married couple 1.399 120 



Percentage above the poverty line 



At market value 



Single parent 71% 6% 

Married couple 79 5 

Households with two to four AFDC recipients and 
persons not receiving AFDC 

Average monthly income at market value $1 ,674 $210 

All U.S. households—percentage participating in 
selected welfare programs 

Medicaid coverage 9% 2% 

Food stamps 7 2 

School lunch 7 2 

WIC 2 2 

Housing assistance 4 2 

SSI 3 2 

AFDC 3 2 

^Estimated sampling error computed using the Census Bureau procedures for SIPP described in StPP 
Wave III Documentation. 
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Sampling Errors for Key County Estimates 





Estimated 
amount 


Estimated 
sampling 
error at 95- 
percent 
confidence 


95-percent 
confidence 
interval 


Two- 10 four-member AFDC families living alone 


Average monthly income at market value 


Alameda County 


$1,017 


$41 


$975 ■ 


$1,058 


Albany County 


906 


21 


885 • 


926 


Cuyahoga County 


790 


14 


776 • 


804 


Fulton CoL'nty 


930 


32 


897 • 


962 


Average AFDC payments 


Alameda County 


540 


16 


523 • 


$556 


Albany County 


392 


10 


381 • 


402 


Cuyahoga County 


288 


5 


283 ■ 


293 


Fulton County 


246 


6 


239 • 


252 


Percentage participating In other major welfare programs 


Alameda County 


Medicaid 


100% 


0% 


100 ■ 


100% 


Food stamps 


89 


4 


85 ■ 


93 


Public housing 


23 


3 


20 ■ 


26 


Section 8 housing 


9 


5 


4 ■ 


14 


School meals 


69 


6 


63 • 


76 


WIC 


16 


4 


12 • 


20 


Albany County 


Medicaid 


100 


0 


100 • 


100 


Food stamps 


99 


4 


95 • 


100 


Public housing 


19 


4 


15 ■ 


24 


Section 8 housing 


14 


4 


10 - 


18 


School meals 


43 


5 


39 - 


48 


WIC 


39 


5 


33 - 


44 


Percentage participating in other major welfare programs 


Cuyahoga County 


Medicaid 


100% 


0% 


100 ■ 


100% 


Food stamps 


97 


2 


95 ■ 


99 


Public housing 


7 


3 


4 ■ 


10 


Section 8 housing 


6 


3 


3 - 


8 


School meals 


60 


6 


54 - 


65 


WIC 


22 


5 


17 - 


26 



(continued) 
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Sampling Errors for Key County Estimates 



Estimated 





Estimated 
amount 


sampling 
error at 95- 
percent 
confidence 


95-percent 
confidence 
interval 


Fulton County 


Medicaid 


100 


0 


100 ■ 


100 


'Food stamps 


94 


3 


92 - 


97 


Public housing 


49 


6 


43 - 


55 


Section 8 housing 


27 


5 


22 - 


32 


School meal's 


63 


5 


58 - 


68 


WIC 


17 


4 


13 - 


21 


Average income for AFDC families living in subsidized housing 


Alameda County 


$1,327 


$119 


$1,208 - 


$1,446 


Albany County 


1.023 


29 


994 - 


1,051 


Cuyahoga County 


1,050 


32 


1,018 - 


1.C83 


Fulton County 


1.012 


25 


987 - 


1.037 


Two* to four-member AFDC families living alone or with others not receiving AFDC* 


Average income for AFDC families with earnings 


Alameda County 


$1,175 


$171 


$1,004 - 


$1,34/' 


Albany County 


1.085 


59 


1.025 - 


1.144 



*Data include only income and benefits of the AFOC-covered members of these households. 



oU»S. G.P,o, 198?- 20l-7^>9«6oi55 page 63 



R3 



GA0/HRI>^9 AFDC Family Incomes 
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